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7KLY ODQDJHPHQWSV 'LVFXVVLRQ DQG $QDO\WLV 30" $" SURYLGHV D UHYLHZ |
DIlIHFWHG WKH SHUIRUPDQFH RI 9HFLPD 1HWZRUNV ,QF 329HFLPD" RU WKH 3&RF
HQGHG ODUFK

2XU 0' $ VXSSOHPHQWYV EXW GRHV QRW IRUP SDUW RI RXU LQWHULP FRQGHQ\
UHODWHG QRWHV IRU WKH WKUHH DQG QLQH PRQWKV HQGHG ODUFK L
GLVFXVVLRQ DQG DQDO\VLV Rl WKH ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI |
LQWHULP FRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG DFFRP
HQGHG ODUFK DQG ZKLFK KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZL\
BWDQGDUGV 3,)56° DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGLE
QRQ ,)56 ILQDQFLDO PHDVXUHV ZKLFK ZH XVH DV VXSSOHPHQWDO LQGLFDWRUV
SRVLWLRQ DV ZHOO DV IRU LQWHUQDO SODQQLQJ SXUSRVHYV

7KH FRQWHQW RI WKLV 0'$ FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWYV ZKLF
FRXOG FDXVH RXU DFWXDO UHVXOWYVY WR GLIIHU PDWHULDOO\ IURP WKH IRUZDU
LQFOXGH EXW DUH QRW OLPLWHG WR RXU H[SHFWDWLRQV UHODWHG WR JHC
WKHLU DQWLFLSDWHG HIIHFWV RQ RXU EXVLQHVV VHIJPHQWY )RU DGGLWLE
VWDWHPHQWY DQG PDWHULDO ULVNV DVVRFLDWHG ZLWK WKHP SOHDVH VHH
,QIRUPDWLRQ" VHFWLRQ RI WKLV 0' $

$GGLWLRQDO LQIRUPDWLRQ UHJDUGLQJ 9HFLPD LQFOXGLQJ RXU $QQXDO ,QI
ZZZ VHGDU FRP

7DEOH RI &RQWHQWYV
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&RPSDQ\ 2YHUYLHZ

O9HFLPD 1HWZRUNV ,QF 376; 9&0° LV D &DQDGLDQ FRPSDQ\ IRXQGHG LQ
7RGD\ 9HFLPD KDV D JOREDO SUHVHQFH ZLWK RIILFHV LQ 9LFWRULD %XUQD
6KDQJKDL 7RN\R $PVWHUGDP DQG PDQXIDFWXULQJ DQG UHVHDUFK DQG GHYH
9HFLPD V FRUSRUDWH KHDG RIILFH LV ORFDWHG LQ 9LFWRULD %ULWLVK &RC
GHYHORSLQJ LQWHJUDWHG KDUGZDUH DQG VFDODEOH VRIWZDUH VROXWLRQV
WHOHPDWLFYVY :‘H HQDEOH WKH ZRUOG V OHDGLQJ LQQRYDWRUV WR DGYDQFH
WHFKQRORJLHVY WKDW SURYLGH LOWHUQHW YLGHR GHOLYHU\ DQG VWRUDJH ,
QHWZRUN DFFHVYV

9HFLPD V EXVLQHVV LV RUJDQL]JHG LQWR WKUHH VHIPHQWYV

9LGHR DQG %YURDGEDQGWBWROXWERREGHY SODWIRUPV WKDW SURFHVV GDWD I
GHOLYHU KLJK VSHHG LQWHUQHW FRQQHFWLYLW\ WR KRPHV RYHU FDEOH LC
IRUPDWY VXLWDEOH WR EH FRQVXPHG RQ WHOHYLVLRQV LQ FRPPHUFLDO SU

D 2XU QH[W JHQHUDWLRQ (QWUDE IDPLO\ RI SURGXFWYV DQG SODWIRUPYV
'LVWULEXWHG $FFHVV $UFKLWHFWXUH DV GHVFULEHG EHORZ XQGHU ,QGX
$FFHVV $UFKLWHFWXUH SODWIRUP LV 9HFLPD V UHDOL]DWLRQ RI WKH QH]
DQG ILEHU WR WKH KRPH 3)77+° QRGHV DV RSWLFDO WUDQVSRUW PRYH\
GLILWDO GLVWULEXWLRQ 2XU JRDO LV WR SURYLGH WKH PDUNHWY{V PRV
DFFHVV LQIUDVWUXFWXUH SURGXFWYVY GULYLQJ WKH IXWXUH RI XOWUD KL
VIPPHWULFDO DFFHVV

7KH (QWUD 'LVWULEXWHG $FFHVV $UFKLWHFWXUH 3'$$" IDPLO\ RI SURGXF

x (QWUD3+< OXOWLSOH YDULDQWYV RI WKH (QWUD $FFHVV 1RGH WKDW FLC
PRGXODU KLJKO\ LOWHURSHUDEOH SODWIRUP IRU GHSOR\PHQW RI DFF
GROODUV RI LQYHVWPHQW LQ FRD[LDO FDEOH

X (QWUDO0$& OXOWLSOH YDULDQWYV RI WKH (QWUD $FFHVV 1RGH WKDW
SURYLGLQJ WKH IXO0 QH[W JHQHUDWLRQ DFFHVV QHWZRUN ZLWKLQ WK
GROODUV RI LQYHVWPHQW LQ FRD[LDO FDEOH

x (QWUD2SWLFDO &RQVLVWY RI ERWK FKDVVLV DQG QRGH EDVHG )77+ |
VHUYLFH SURYLGHU QHWZRUN ZKHUH )77+ LV SUDFWLFDO DQG DGYDQWD

x (QWUD&RQWURO + D YLUWXDO FORXG EDVHG SODWIRUP ZLWK FHQWUDOL
SURGXFWYV

R 7KH (QWUD 5HPRWH 3+< ORQLWRU 3530° ZKLFK RIITHUV XQLILHG FRQ
VHUYLFH DVVXUDQFH DQG PRQLWRULQJ RI DFFHVV QRGHYV

R 7KH (QWUD 9LGHR 4$0 ODQDJHU 3940° ZKLFK DOORZV IRU WKH LQ\
HQYLURQPHQW OHYHUDJLQJ H[LVWLQJ YLGHR JHQHUDWLRQ LQIUDVW!
YLGHR WKURXJK WR WKH (QWUD QRGH DQG

R 7KH (QWUD $FFHVV &8RQWUROOHU 3($&" ZKLFK YLUWXDOL]JHV DOO RI \
GLVWULEXWLRQ RI WKH GDWD SURFHVVLQJ WR WKH HGJH DQG LQWR W

Xx (QWUD9LGHR *# D VXLWH RI SURGXFWYV IDFLOLWDWLQJ WKH PLJUDWLRQ I
GLVWULEXWHG DFFHVV DUFKLWHFWXUHYV
R 7KH (QWUD /HJDF\ 4%0 $GDSWHU 3/4%$" DQG '9 ZKLFK SURYLGH D VLP
YLGHR 4%$0 LQIUDVWUXFWXUH IRU GLVWULEXWHG DFFHVV DQG

R 7KH (QWUD ,QWHUDFWLYH 9LGHR &RQWUROOHU 3,9&" ZKLFK VXSSRUW
IRU OHJDF\ VHW WRS ER[HV WKDW DUH KHDYLO\ GHSOR\HG DQG LQ VHLU

E 2XU &RPPHUFLDO 9LGHR SRUWIROLR ZKLFK LQFOXGHV WKH 7HUUDFH DQ(
XQLTXH QHHGV RI WKH EXVLQHVV VHUYLFHV YHUWLFDO LQFOXGLQJ 0'8
LQFOXGLQJ KRWHOV PRWHOV DQG UHVRUWY E\ DGDSWLQJ YLGHR VHUYL
DQG OHYHUDJLQJ H[LVWLQJ WHOHYLVLRQV LQ URRPYV
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&RQWHQW 'HOLYHU\ DG 6WRBO3XBHY VROXWLRQV DQG VRIWZDUH XQGHU W
VHUYLFH SURYLGHUV DQG FRQWHQW RZQHUV WKDW IRFXV RQ LQJHVWLQJ
YLGHR IRU OLYH OLQHDU 9LGHR RQ 'HPDQG 392'° QHWZRUN 'LILWDO 9LG#
VHUYLFHVY RYHU WKH LQWHUQHW

OHGLDG6FDOH

x TUDQVFRGH WUDQVIRUPVY OLYH DQG 2Q'HPDQG FRQWHQW XWLOL]LQJ VW
EHDXWLIXO FRVW HIIHFWLYH FRQWHQW IRU DQ\ GHYLFH

x 2ULJLQ SDFNDJHV DQG VHFXUHV YLGHR IRU VWUHDPLQJ RYHU WKH WRS
PDQDJHG QHWZRUN UHJDUGOHVV RI QHWZRUN WHFKQRORJ\

Xx 6WRUDJH FDSWXUHV OLYH 2Q'HPDQG DQG '95 FRQWHQW KROGV LW LQG}
UHZLQG IDVW IRUZDUG DQG SDXVH DQG

x &DFKH KLJKO\ VFDODEOH VWUHDPLQJ SODWIRUP SURYLGLQJ WKH DELO
GHYLFHV LQFOXGLQJ 6WUHDPLQJ 9LGHR $OOLDQFH 2SHQ &DFKH WHFKQR
PRQHWL]H 277 FROQWHQW 6WUDWHJIJLFDOO\ JHRJUDSKLFDOO\ ORFDWHG WR
HQG XVHU VWUHDPLQJ H[SHULHQFH

7THOHPDWWURYLGHY IOHHW PDQDJHUV ZLWK WKH NH\ LQIRUPDWLRQ DQG DQDO
WKHLU PRELOH DQG IL[HG DVVHWV XQGHU WKH &RQWLJR DQG 1HUR *ORED
VROXWLRQV DOORZ IOHHWYVY DQG KLJK YDOXH DVVHWV WR EH WUDFNHG PI
VXEVFULSWLRQ EDVHG FORXG SRUWDO VHUYLQJ FRPPHUFLDO DQG PXQLFLSD

, QGXVWU\ '"HYHORSPHQWYV

9LGHR DQG %URDGEDQG 6ROXWLRQV

2YHU WKH ODVW VHYHUDO \HDUV WKH FDEOH LQGXVWU\ KDV EHHQ WUDQVLW
FDEOH VA\VWHP LQWHUIDFH VSHFLILFDWLRQ 3'2&6,6° VWDQGDUGY O0OXOWLSOH
UROO RXW RI WKLY QHZ SODWIRUP ZLWK IXUWKHU ODUJH VFDOH GHSOR\PHQW:'
D FULWLFDO HYROXWLRQ IRU WKH LQGXVWU\ LQ WKDW LW XQORFNV JLJDELW
DOORZLQJ GDWD WUDQVPLVVLRQ XS WR *LJDELWYV SHU WKLUG 3*ESV"™ |IRU G
WRGD\ DQG JURZLQJ WR *ESV XSORDG LQ WKH IXWXUH 7KH VSHHG SURYLGHG
WR WKDW RI ILEHU RSWLF FRQQHFWLRQV WKHUHE\ DOORZLQJ FDEOH RSHUDWF
DGGHG LQIUDVWUXFWXUH FRVWV RI EXLOGLQJ ILEHU WR WKH KRPH *OREDO F
PLJUDWLRQ JLYHQ WKDW '2&6,6 PRGHPV FDQ FRH[LVW ZLWK ROGHU YHUVL]
GHSOR\HG FDSDFLW\ 7KH KLJKHU HIILFLHQF\ RI '$$ WHFKQRORJ\ DOVR HQDE
UHODWLYH WR OHJDF\ '2&6,6 QHWZRUN VROXWLRQYV

7KH FDEOH PDUNHW EHJDQ LWV EURDG VKLIW WRZDUGYV '$$ LQ DV PRUH RSH
QHHGYVY LQ WHUPV RI VSHHG DJLOLW\ XVHU H[SHULHQFH DQG FRVW VDYLQJV 7
LQFUHDVHG GHPDQGY RQ QHWZRUN EDQGZLGWK DFFHOHUDWLQJ WKH SXVK WF

&DEOH 7HOHYLVLRQ /DERUDWRULHYV RU &DEOH/DEV D QRW IRU SURILW LQQRY
ZRUNV LQ FRRSHUDWLRQ ZLWK FDEOH FRPSDQLHY DQG FDEOH HTXLSPHQW PD(
'2&6,6 VSHFLILFDWLRQV ZKLFK LQFOXGH IXO0O GXSOH[ '2&6,6 3)';" DQG H[W
DOORZLQJ PXOWL VA\VWHP RSHUDWRUV 3062 WR VLJQLILFDQWO\ LQFUHDVH W
FRD[LDO LQIUDVWUXFWXUH LQYHVWPHQW

,QFUHDVLQJO\ VHUYLFH SURYLGHUY DUH VWUDWHIJLFDOO\ HIWHQGLQJ WKHLU
VSHFLILF ILEHU WR WKH KRPH 3 * (321" WHFKQRORJ\ )XUWKHU JRYHUQPHQ
VXEVLGL]H ZLGHVFDOH ILEHU QHWZRUN EXLOGRXWYVY ZLWK DQ HPSKDVLV RQ |
2SHUDWRUYV KDYH IDYRXUHG DUFKLWHFWXUHY DQG SURGXFWYVY WKDW DOORZ W
ILEHU DFFHVV QHWZRUNV RYHU D FRPPRQ FORXG PDQDJHPHQW SODWIRUP

&RQWHQW 'HOLYHU\ DQG 6WRUDJH

*OREDO GHPDQG IRU ,QWHUQHW 3URWRFRO 3,3 YLGHR FRQWHQW GHOLYHU\
LQFUHDVLQJ FRQVXPSWLRQ RI ,3 YLGHR DV FRQVXPHUV WXUQ WR VWUHDPLQ.
bDuub\V RI QHZ ,3 YLGHR FRQWHQW DYDLODEOH WR VXEVFULEHUV G6HUYLF!
RSSRUWXQLWLHY WKDW VKLIW GHOLYHU\ DQG VWRUDJH DZD\ IURP WUDGLWLRC
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&RQWHQW RZQHUV DQG EURDGFDVWHUV DUH DOVR OHYHUDJLQJ ,379 WHFKQRO
XVLQJ 277 EXVLQHVV PRGHOV 2SHQ FDFKH WHFKQRORJ\ VXFK DV WKDW EHLC
DOOLDQFH LV DLPHG DW FRQVROLGDWLQJ ,379 WUDIILF XWLOL]JLQJ VWUDWHJL
QHWZRUN ODWHQF\

THOHPDWLFV

7TUDGLWLRQDO YHKLFOH WHOHPDWLFV LV ZLGHO\ DYDLODEOH IRU FRPPHUFLCLC
GHPDQG DGGLWLRQDO YDOXH WR LPSURYH SURGXFWLYLW\ RI SHUVRQQHO DQ
FUHDWHG DGGLWLRQDO RSSRUWXQLWLHYVY WR OHYHUDJH DVVHW WUDFNLQJ W
HITHFWLYHO\ PRQLWRU PRELOH RU IL[HG DVVHWYV LQ WKH ILHOG SDUWLFXODUC
FDQ GULYH D VWURQJHU SURILW PDUJLQ ODQDJHUV LQ WKHVH DVVHW LQWHC(
DODO\WLFV WR RSWLPDOO\ PDQDJH WKHLU PRELOH DQG IL[HG DVVHWYV XVLQJ

2XU 6WUDWHJ\

2XU JURZWK VWUDWHI\ IRFXVHV RQ WKH GHYHORSPHQW RI RXU FRUH WHFKQF
VXFK DV RXU (QWUD '$$ SODWIRUP DV ZHOO DV RXU ,3 YLGHR VWRUDJH DQG
GHSOR\HG XQGHU WKH OHGLD6FDOH EUDQG ZLWKLQ WKH &RQWHQW 'HOLYHU\
SXUVXH SURILWDEOH JURZWK ERWK RUJDQLFDOO\ DQG ZKHQ DSSURSULDWH W

7TKLUG 4XDUWHU )LVFDO +LJKOLJKWYV

JLOQDQFLDO DQG &RUSRUDWH +LJKOLJKWYV

X $FKLHYHG D QHZ TXDUWHUO\ UHYHQXH UHFRUG ZLWK WKLUG TXDUWHU VDO
PLOOLRQ LQ 4 ILVFDO

X *URVV SURILW FOLPEHG WR PLOOLRQ XS IURP PLOOLRQ LQ 4 ILV
X *UHZ (36 DQG $GMXVWHG (36 WR SHU VKDUH IURP SHU VKDUH LQ 4

X $GMXVWHG (%,7'$ FOLPEHG WR PLOOLRQ IURP PLOOLRQ LQ WKH S
x (QGHG WKH WKLUG TXDUWHU LQ VWURQJ ILQDQFLDO SRVLWLRQ ZLWK ZRUN

FRPSDUHG WR PLOOLRQ DW -XQH

9LGHR DQG %URDGEDQG 6ROXWLRQV 9%6
X 7KH 9%6 VHIJPHQW GHOLYHUHG UHFRUG SHUIRUPDQFH RI PLOOLRQ XS
WKH H[FHSWLRQDOO\ VWURQJ SHUIRUPDQFH DFKLHYHG LQ 4 ILVFDO
'$$ (QWUD )DPLO\

X 'HSOR\PHQWV RI QH[W JHQHUDWLRQ (QWUD '$$ SURGXFWV URVH WR D UHF
\HDU DQG TXDUWHU RYHU TXDUWHU DV FXVWRPHUV FRQWLQXHG WR L
GLVWULEXWHG DFFHVV DUFKLWHFWXUH

x .H\ '$$ DFKLHYHPHQWYV LQ 4 ILVFDO LQFOXGHG
X $Q LQFUHDVH LQ WRWDO FXVWRPHU HQJDIJHPHQWYV WR 062V ZRUOGZL(
RI WKHVH FXVWRPHUY KDYH RUGHUHG (QWUD SURGXFWYV
X &XVWRPHUVY HQJDJHG IRU FDEOH DFFHVV QRZ QXPEHU
X &XVWRPHUV HQJDJHG IRU ILEHU DFFHVV RU ERWK DFFHVV WHFKQROI
X $FKLHYHG DQRWKHU H[FHSWLRQDO TXDUWHU IRU 9HFLPDYV ILEHU DFFHYV

VWUHQJIJWKY WR VXSSRUW VFDOH UROORXWY RI (QWUD2SWLFDO )LEHU $F
UXUDO EURDGEDQG H[SDQVLRQV

X 6HOHFWHG E\ &KDUWHU &RPPXQLFDWLRQV WR SURYLGH (QWUD (50 QH[W
WKLV FXVWRPHUTYV HQWHUSULVH ZLGH K\EULG ILEHU FRD[ +)& QHWZRU
H[SHFWHG WR EH XVHG IRU D VXEVWDQWLDO SRUWLRQ RI &KDUWHUTV Qt

X *UHZ 9HFLPDYV SUHVHQFH LQ $VLD ZLWK D VWUDWHJILF 5HPRWH 3+< ZLQ
LQ 7DLZDQ .EUR VHOHFWHG 9RRIPRDIPW(QWRIDWH 3+< 5 3+< QRGHV DV S
'$$ VROXWLRQ WR HQDEOH KLJK VSHHG '2&6,6 VHUYLFHV IRU VXEVFUL

Xx 5HFRJQL]JHG E\ '"HOOfY2UR *URXS DV WKH PDUNHW VKDUH OHDGHU LQ
2SWLFDO /LQH 7THUPLQDOV DQG 5HPRWH 0$&3+<

X 9%6 VHUYLFHV UHYHQXHYV LQFUHDVHG \HDU RYHU \HDU DQG TXDUWHE
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&RPPHUFLDO 9LGHR 7HUUDFH )DPLO\

X *HQHUDWHG &RPPHUFLDO 9LGHR VDOHV RI PLOOLRQ DV FRPSDUHG WR
PLOOLRQ LQ 4 ILVFDO DV FXVWRPHUV SUHSDUH WR WUDQVLWLRQ WR (
'$$ GULYHQ FRPPHUFLDO YLGHR VROXWLRQV DUH DFFRXQWHG IRU DV SDUV

X $FKLHYHG D QHZ PLOHVWRQH ZLWK 7HUUDFH DQG 7THUUDFH4%0 EXON YLGHF
KRWHOV HQWHUSULVHVY DQG FRPPHUFLDO VLWHYV

&RQWHQW 'HOLYHU\ DQG 6WRUDJH &'6
X $FKLHYHG VROLG 4 &'6 VDOHV RI PLOOLRQ DV FRPSDUHG WR PLOOL

LQ 4 ILVFDO

x 8QGHUWRRN D PDMRU ,379 H[SDQVLRQ ZLWK D WRS 8 6 FDEOH RSHUDWR
D ODUJHU VXEVFULEHU EDVH DFFHVV WR VWDWH RI WKH DUW OLYH RQ GH
WKH ,379 IDEULF

x &RPSOHWHG H[SDQVLRQV ZLWK ILYH DGGLWLRQDO ,379 FXVWRPHUV DV ZH
VL[WK FXVWRPHU

X 6XSSRUWHG WKH UHFRUG WUDIILF H[SHULHQFHG E\ RSHUDWRUV XVLQJ R
6XSHU %RZO /9,, GHOLYHULQJ XSWLPH SHUIRUPDQFH

$QQRXQFHG D QHZ FRPSDFW DIIRUGDEOH OHJDF\ 4350 YLGHR VROXWLRQ V.

6XEVHTXHQW WR WKH TXDUWHU HQG HVWDEOLVKHG D SDUWQHUVKLS ZLWI
DGYDQFHG 79 DGYHUWLVLQJ WR LQWHMWDMIHP 8RB L\WPHRIXWHGQ ZERMKOWKH &D
SODWIRUP 7KLV LQWHJUDWHG VROXWLRQ ZLOO HQDEOH VHUYLFH SURYLGI
PLJUDWH WR QHZ ,379 SODWIRUPV ZKLOH FUHDWLQJ RSSRUWXQLWLHV IRU

X &'6 VHUYLFH UHYHQXH LQFUHDVHG WR D UHFRUG PLOOLRQ LQ WKH TXD
D LQFUHDVH TXDUWHU RYHU TXDUWHU

THOHPDWLFV

X

&RQWLQXHG SHQHWUDWLRQ LQWR WDUJHW LQGXVWU\ YHUWLFDOV IRU RXU P
RI YDOXDEOH DVVHWY LQ ZDUHKRXVHYV RQ YHKLFOHY DQG FXVWRPHU ZRUN

$FKLHYHG EHVW TXDUWHU WR GDWH IRU DGGLWLRQV RI QHZ PRYHDEOH D'
FXVWRPHUV IRU WKH 1(52 DVVHW WUDFNLQJ SODWIRUP RYHU DGGLWLRQD
UHODWHG WHOHPDWLFV VXEVFULSWLRQV QRZ UHSUHVHQWLQJ DSSUR[LPDWH

6LIQLILFDQWO\ LQFUHDVHG WKH QXPEHU RI PRYHDEOH DVVHWY EHLQJ PRQI
LQFUHDVH LQ WKH ODVW HLJKW TXDUWHUYV

,Q WKH PXQLFLSDO JRYHUQPHQW PDUNHW IRU YHKLFOH PRQLWRULQJ V\VV
PXQLFLSDOLW\ IRU DSSUR[LPDWHO\ YHKLFOH VXEVFULSWLRQV LQFOXGLQ

$FKLHYHG \HDU WR GDWH 7HOHPDWLFV JURVYVY PDUJLQ SHUFHQWDJH RI
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2XWORRN

$URXQG WKH JOREH 062V DUH XSJUDGLQJ WKHLU FDEOH ILEHU DQG ,379 Qt
LQFUHDVLQJ FRPSHWLWLRQ DQG PHHW FXVWRPHUVY H[SHFWDWLRQV IRU IDV
LQGXVWU\ OHDGLQJ SRUWIROLR RI '$$ FRPPHUFLDO YLGHR DQG ,379 VROXWLF
EDVH RI FXVWRPHUV ZLWK WKH WRROV DQG VROXWLRQV WR H[SDQG WKHLU FD

,Q RXU 9LGHR DQG %URDGEDQG &RIOKRWQ\W RYXWHWRHBMBHFW RXU QH[W JHQHUDYV
ILEHU DFFHVV SURGXFWV WR EH D PDMRU GULYHU RI IXUWKHU ORQJ WHUP JU
ILVFDO UHYHQXH ZLOO ZHOO H[FHHG WKH JURZWK ZH DFKLHYHG LQ ILVFI
Rl '$$ &DEOH DQG )LEHU $FFHVV VROXWLRQV DQG H[SDQGLQJ UHODWLRQVKLS
ZRUOGZLGH ZH DQWLFLSDWH VLJQLILFDQW \HDU RYHU \HDU VDOHV JURZWK I

DQG EH\RQG +RZHYHU ZH QRWH WKDW WKH PDFUR HQYLURQPHQW LV LQ
FRQVWUDLQWY LQ WKH VXSSO\ FKDLQ WR WKH FXUUHQW ODQGVFDSH ZKHUH
KLIJKO\ HITHFWLYHO\ OLNH 9HFLPD KDYH IXOILOOHG VWURQJ GHOLYHULHV RI S
XSJUDGH SURMHFWYVY 2YHU WKH FRPLQJ TXDUWHUV ZH DQWLFLSDWH WKDW FXV
XS WKHLU SURGXFW SLSHOLQHV WR PDQDJLQJ WKHLU '$$ UROORXW ORJLVWLI
LV OLNHO\ WR OHDG WR VKRUW WHUP VRIWQHVV LQ SURGXFW GHOLYHULHV W
GULYHQ E\ QHZ SURJUDPV DQG GHSOR\PHQWYV DV ZHOO DV D QRUP.:BOL]DWLRQ
FRQWLQXH WR EH IRFXVHG RQ QDYLJDWLQJ WKH FXUUHQW VXSSO\ DQG LQYHQWRU\
XQSDUDOOHOHG SRUWIROLR RI FDEOH DQG ILEHU DFFHVV VROXWLRQV RXU VWURQJ
FXVWRPHU GHSOR\PHQWYV DQG RXU JURZLQJ JOREDO UHDFK WR FDSWXUH DGGLWLRQD<
LQ WKH YDVW QHZ '$SHPDWHNWLOO LQ WKH HDUO\ VWDJHV RI EURDG LQGXVWU\ '$$ DGF
VHH D VLJQLILFDQW ORQJ WHUP JURZWK UXQHD\DDKHDG YRVLGQHFIRPOU WDUJHWHG JI
SHUFHQWDJH WR W R WR UHIOHFW WKH H[SHFWHG SURGXFW PL[ SURILOH
OLQHV DV WKH '$$ PDUNHW IXUWKHU VFDOHV :H H[SHFW WKDW LQ WKH QH[W
VOLJKWO\ EHORZ RU LQ WKH ORZHU HQG Rl WKLV UDQJH ZKLOH HOHYDWHG HJ
UHPDLQ ZLWKLQ RXU FRVW RI JRRGV VROG DV PDWHULDOV WUDQVLWLRQ IURP
VDPH WLPHIUDPH WKH PDUNHW DQG SURGXFW PL[ FRQWLQXHV WR VKLIW WR
SURGXFWV DV H[SHFWHG DQG 9HFLPDYV SODQQHG WUDQVLWLRQ WR WKH FRL
UHVXOWDQW PRGHOOLQJ RI RSHUDWLQJ H[SHQVHV IRU WDUJHWHG ERWWRP OL

&RPPHUFLDO 9LGHR VDOHV ZKLFK LQFOXGH 7THUUDFH4%$0 DQG 7HUUDFH )DPLO\
\HDU RYHU \HDU DV FXVWRPHUV WUDQVLWLRQ WR QH[W JHQHUDWLRQ VROXWL
VROXWLRQV EHFRPH '$$ GULYHQ DQG DUH DFFRXQWHG IRU DV SDUW RI (QWUD

,Q RXU &RQWHQW 'HOLYHU\ DQGHFPWRGDIRH \VRXIP HRAM DQG RSHQ FDFKLQJ VROX\
LQFUHDVH DV ,379 FXVWRPHUV LQLWLDWH QHWZRUN H[SDQVLRQV :H DQWLFLS
LQ ORZ GRXEOH GLJLW \HDU RYHU \HDU VDOHV JURZWK IRU RXU &'6 VHIPHQW "
JURZWK SRWHQWLDO DV ,379 JDLQV PRPHQWXP DQG RXU QHZHU RSHQ FDFKLQ.
&'6 SHUIRUPDQFH

,Q WKH 7THOHPDWLREH\VDHQWHRMWSDWH LQFUHPHQWDO JURZWK LQ GHPDQG IURP V
ZLWK FRQWLQXHG JUDGXDO JURZWK LQ GHPDQG IRU RXU DVVHW WUDFNLQJ VH

2YHUDOO ZH UHPDLQ KLJKO\ FRQILGHQW LQ 9HFLPDYV DELOLW\ WR FDSWXUH
LQ WKH FRPSHOOLQJ '$$ DQG ,379 PDUNHWYV

O9HFLPD 1HWZRUNV ,QF7KLUG 4XDUWHU 5HVXOWYV



&RQVROLGDWHG 5HVXOWYV RI 2SHUDWLRQV

$PRXQWYV DUH SUHVHQWHG LQ WKRXVDQGV RI &DQDGLDQ GROODUV H[FHSW S
VKDUH DPRXQWV 7KLV LQIRUPDWLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZL
SHULRGV LQFOXGLQJ WKH UHODWHG QRWHV DQG WKH EDODQFH RI WKLV 0' $

&RQVROLGDWHG 6WDWHPHQWYV RI

&RPSUHILYH ,QFRP 7TKUHH PRQWKODU I1LCPRQWKY FODUFK

6DOHV
&RVW RI VDOHYV

*URVV S

2SHUDWLQJ
5HVHDUFK DQG GHYHORSPHQW

6DOHYV DQG PDUNHWLQJ
*HQHUDO DQG DGPLQLVWUDWLYH
6KDUH EDVHG FRPSHQVDWLRQ
2WKHU H[SHQVH

7RWDO RSHUDWIL

2SHUDWLQJ
YJLQDQFH H[SHQVH
YRUHLJQ H[FKDQJH JDLQ ORVYV

QFRPH EHIRL
,QFRPH WD[ H[SHQVH

1HW LQFRPH

2WKHU FRPSUHKHQVLYH LQFRPH
ORVV

&RPSUHKHQVLYH LQFRPH

1HW LQFRPH SHU VKDUH
%DVLF £+ WRWDO
'LOXWHG £+ WRWDO

2WKHU 'DWD

7TRWDO UHVHDUFK DQG GHYHORSPHQW

H[SHQGLWXUHYV
$GMXVWHG (%,7'$

$GMXVWHG (DUQLQJV SHU VKDUH
1XPEHU RI HPSOR\HHV

1HW RI LQYHVWPHQW WD[ FUHGLWY DQG FDSLWDOL]JHG GHYHORSPHQW FRVWYV
%DVHG RQ ZHLJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV RXWVWDQGLQJ
$PRXQWY DUH IURP FRQWLQXLQJ RSHUDWLRQV 6HH 7RWDO 5HVHDUFK DQG 'HYHORSPHQW ([SH

$GMXVWHG (%,7'$ GRHV QRW KDYH DQ\ VWDQGDUGL]HG PHDQLQJ SUHVFULEHG E\ ,)56 DQG PD\ QI
E\ RWKHU LVVXHUV 6HH (%,7'$ DQG $GMXVWHG (%,7'$

$GMXVWHG (DUQLQJV SHU 6KDUH GRHV QRW KDYH DQ\ VWDQGDUGL]HG PHDQLQJ SUHVFULEHG E\
SUHVHQWHG E\ RWKHU LVVXHUV 6HH $GMXVWHG (DUQLQJV SHU 6KDUH

7KH QXPEHU RI HPSOR\HHV LV GHWHUPLQHG DV RI WKH HQG RI WKH SHULRG

9HFLPD 1HWZRUNV ,QF7KLUG 4XDUWHU 5HVXOWYV



&RQVROLGDWHG 6WDWHPHQWYV RI )LQDQFLDO 3RVLWLRQ ODUFK -XQH

LQ WKRXVDQGV RI GROODUV H[FHSW FRPPRQ VKDUH GDWD

&DVK DQG FDVK HTXLYDOHQWYV

‘RUNLQJ FDSLWDO

7RWDO DVVHWYV

/IRQJ WHUP GHEW

6KDUHKROGHUVY HTXLW\

1XPEHU RI FRPPRQ VKDUHV RXWVWDQGLQJ

~*&g DVK DQG FDVK HTXLYDOHQWYV LV QHW RI WKH UHYROYLQJ OLQH RI FUHGLW EDODQFH UHIOHFWHG LQ

6LQFH ILVFDO ORQJ WHUP GHEW QRZ LQFOXGHV OHDVH OLDELOLWLHV SHU ,)56
%DVHG RQ WKH ZHLJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV RXWVWDQGLQJ GXULQJ WKH ILUVW QL

$GMXVWHG 1HW ,QFRPH DQG $GMXVWHG (DUQLQJV SHU 6KDUH

7KH IROORZLQJ WDEOH UHFRQFLOHY QHW LQFRPH IRU WKH SHULRG WR DGMXV
DGMXVWHG HDUQLQJV SHU VKDUH 7KH WHUP *DGMXVWHG QHW LQFRPH" UHIHL
,)56 ILQDQFLDO VWDWHPHQWY H[FOXGLQJ DQ\ DPRXQWV LQFOXGHG LQ QHW L
VDOH RI QRQ FRUH SURSHUW\ SODQW DQG HTXLSPHQW 33 ( LQWDQJLEOH D
RI LQWDQJLEOH DVVHWY UHVWUXFWXULQJ FRVWV DQG WKH WD[ HIIHFW RI Wi
LQFRPH DQG DGMXVWHG HDUQLQJV SHU VKDUH SURYLGHV VXSSOHPHQWDO LQ
EHFDXVH WKH\ SURYLGH IRU WKH DQDO\VLV RI RXU UHVXOWV H[FOXVLYH RI FI
RXU EXVLQHVV RI VHOOLQJ EURDGEDQG DFFHVV SURGXFWV FRQWHQW GHOL
VXSSO\LQJ WHOHPDWLF VHUYLFHV $GMXVWHG QHW LQFRPH DQG DGMXVWHG H
PHDQLQJ SUHVFULEHG E\ ,)56 DQG PD\ QRW EH FRPSDUDEOH WR VLPLODU PHD\

7KUHH PRQWKY HQAHGH PRQWKV HQGHG
&DOFXODWLRQ RI $GMXVWHG (DUQLQJV SH UOBKIFKH ODUFK

XQDXGLWHG £+ LQ WKRXVDQGV RI GROODUV H[FHSW SHU VKDUH DPRXQWV
1HW LQFRPH
/RVV RQ VDOH RI QRQ FRUH 33 ( QHW RI WD]J

$GMXVWHG QF
1HW LQFRPH SHU VKDUH

$GMXVWHG HDUQL

$GMXVWHG HDUQLQJV SHU VKDUH LQFOXGHY QRQ FDVK VKDUH EDVHG FRPSHQVDWLRQ RI PL

ODUFK DQG PLOOLRQ RU QLO SHU VKDUH IRU WKH WKUHH PRQWKY HQGHG ODUFK

SULPDULO\ UHIOHFWV FHUWDLQ SHUIRUPDQFH EDVHG YHVWLQJ WKUHVKROGY DFKLHYHG XQGHU

$GMXVWHG HDUQLQJV SHU VKDUH LQFOXGHV IRUHLJQ H[FKDQJH JDLQ ORVV RI PLOOLRQ RLUL
DQG PLOOLRQ RU SHU VKDUH IRU WKH WKUHH PRQWKY HQGHG O0DUFK

9HFLPD 1HWZRUNV ,QF7KLUG 4XDUWHU 5HVXOWYV



(%,7'$ DQG $GMXVWHG (%,7'$

7KH IROORZLQJ WDEOH UHFRQFLOHV QHW LQFRPH IRU WKH SHULRG WR (%,7'$
UHIHUV WR QHW LQFRPH RU QHW ORVV DV UHSRUWHG LQ WKH ,)56 ILQDQFLDO
QHW LQFRPH RU QHW ORVV IRU LQFRPH WD[HV LQWHUHVW H[SHQVH DQG
ULJKW RI XVH DVVHWVY GHIHUUHG GHYHORSPHQW DQG LQWDQJLEOH DVVHWYV

DGMXVWHG IRU JDLQV DQG ORVVHV RQ VDOH RI 33 ( LQWDQJLEOH DVVHWV D
LPSDLUPHQW RI GHIHUUHG GHYHORSPHQW FRVWY DQG RWKHU LQWDQJLEOH I
FRPSHQVDWLRQ H[SHQVH :H EHOLHYH WKDW $GMXVWHG (%,7'$ LV XVHIXO VX¢
DQG IRU RXU LQYHVWRUV EHFDXVH LW SURYLGHV IRU WKH DQDO\VLV RI RXU U
RWKHU LWHPV ZKLFK GR QRW GLUHFWO\ FRUUHODWH WR RXU EXVLQHVV RI VHC
DQG VWRUDJH SURGXFWV DQG VHUYLFHV RU VXSSO\LQJ WHOHPDWLF VHUYLF
UHFRJQL]HG PHDVXUHV XQGHU ,)56 DQG DFFRUGLQJO\ LQYHVWRUV DUH FDXW
VKRXOG QRW EH FRQVWUXHG DV DOWHUQDWLYHV WR QHW LQFRPH GHWHUPLC
RXU ILQDQFLDO SHUIRUPDQFH RU DV PHDVXUHV Rl RXU OLTXLGLW\ DQG FDVK |

7KUHH PRQWKY HQGHOGH PRQWKY HQGHG
&DOFXODWLRQ RI $GMXVWHG (%,7'$ ODUFK ODUFK
LQ WKRXVDQGV RI GROODUV

1HW LQFRPH

,QFRPH WD[ H[SHQVH

,QWHUHVW H[SHQVH

'HSUHFLDWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW
'"HSUHFLDWLRQ RI ULJKW RI XVH DVVHWV
$PRUWL]DWLRQ RI GHIHUUHG GHYHORSPHQW FRVWV
$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWV

(%,7"
/RVV RQ VDOH Rl SURSHUW\ SODQW DQG HTXLSPHQW
6KDUH EDVHG FRPSHQVDWLRQ

$GMXVWHG

SHUFHQWDJ

7TRWDO 5HVHDUFK DQG 'HYHORSPHQW ([SHQGLWXUHYV

7KH IROORZLQJ WDEOH UHFRQFLOHYVY UHVHDUFK DQG GHYHORSPHQW H[SHQVHYV
RQ WKH FRQVROLGDWHG VWDWHPHQWY RI FRPSUHKHQVLYH LQFRPH UHVHDUFK
DQG GHYHORSPHQW H[SHQGLWXUHVY WRWDO UHVHDUFK DQG GHYHORSPHQW H|

7KUHH PRQWKVY HQGIHGH PRQWKY HQGHG
&DOFXODWLRQ RI 5HVHDUFK DQG 'HY oDU oDU
LQ WKRXVDQGV RI GROODUV XQOHVV RWKHUZLVH VWDWHG

5' H[SHQVH SHU VWDWHPHQW Rl FRPSUHKHQVLYH LQFRPH
'"HIHUUHG GHYHORSPHQW FRVWYV

,QYHVWPHQW WD[ FUHGLWYV

$PRUWL]DWLRQ RI GHIHUUHG GHYHORSPHQW FRVWV
*RYHUQPHQW JUDQWYV

7TRWDO UHVHDUFK DQG GHYHORSPHQW H[SHQGLWXUHYV

SHUFHQWDJ

9HFLPD 1HWZRUNV ,QF7KLUG 4XDUWHU 5HVXOWYV



6 XPPDU\ RI 4XDUWHUO\ 5HVXOWYV RI 2SHUDWLRQV

7KH IROORZLQJ LQIRUPDWLRQ KDV EHHQ GHULYHG IURP RXU FRQVROLGDWHG
PROQWKY HQGHG ODUEFK DQG LQ DFFRUGDQFH ZLWK ,)56 7KLV LQIRUPCL
ZLWK WKRVH ILQDQFLDO VWDWHPHQWY DQG WKHLU UHODWHG QRWHYVY DV ZHOO

LQ WKRXVDQGVY Rl GROODUV H[FHSW JLVFDO JLVFDO JLVFD
SHU VKDUH C 4 4 4 4 4 4 4 4

6DOHYV
&RVW RI 6DOHV

*URVV SURILW

2SHUDWLQJ H[SHQVHV
5HVHDUFK DQG GHYHORSPHQW
6DOHYV DQG PDUNHWLQJ
*HQHUDO DQG DGPLQLVWUDWLYH
6KDUH EDVHG FRPSHQVDWLRQ
2WKHU H[SHQVH LQFRPH

7RWDO RSHUDWLQJ H[SHQVHV

2SHUDWLQJ LQFRPH ORVV
JLQDQFH H[SHQVH
YRUHLJQ H[FKDQJH JDLQ ORVV

,QFRPH ORVV EHIRUH LQFRPH WD[HV
,QFRPH WD[ H[SHQVH UHFRYHU\

1HW LQFRPH

2WKHU FRPSUHKHQVLYH LQFRPH ORVYV

&RPSUHKHQVLYH LQFRPH

1HW LQFRPH SHU VKDUH

%DVLF

'LOXWHG + WRWDO

$GMXVWHG (%,7'$ DV UHSRUWHG

4XDUWHU WR 4XDUWHU 6DOHYV 9DULDQFHYV

7KHUH DUH PDQ\ IDFWRUV WKDW PD\ FRQWULEXWH WR WKH RYHUDOO YDULDQ
IDFWRUV KDV EHHQ WKDW ZH FRQWLQXDOO\ GHYHORS QHZ SURGXFWV WR UHS
OLIHF\FOH 7KH WLPLQJ RI GHYHORSPHQW FDQ YDU\ EDVHG RQ WKH VL]H RI
FHUWLILFDWLRQ DQG FXVWRPHU DFFHSWDQFH RI QHZ SURGXFWV FDQ DOVR DI

'LWKLQ WKH LQGXVWU\ VSHQGLQJ E\ FDEOH RSHUDWRUV LV LPSDFWHG E\ PL
LQGXVWU\ ZLGH PLJUDWLRQ WR GLVWULEXWHG DFFHVV DUFKLWHFWXUH 7KH E
UHVXOW LQ TXDUWHU WR TXDUWHU YDULDELOLW\ LQ FXVWRPHU RUGHUV DV G
WKHUHRI :H DUH FXUUHQWO\ H[SHULHQFLQJ D WUDQVLWLRQ LQ GHPDQG IRU
6ROXWLRQV SURGXFWV DV FXVWRPHUV FRPSOHWH WKHLU GLJLWDO QHWZRUN
DUFKLWHFWXUH DQG QH[W JHQHUDWLRQ FRPPHUFLDO YLGHR SODWIRUPYV

2XU &RQWHQW 'HOLYHU\ DQG 6WRUDJH VHIJPHQW DOVR LQIOXHQFHV SRWHQWLE
TXDUWHUO\ VDOHV IOXFWXDWLRQV DUH W\SLFDO RI WKLV EXVLQHVV GXH WR
DVVRFLDWHG ,379 SURMHFWY WKDW DUH VXEMHFW WR FXVWRPHU WLPLQJ DGM)>
WR VHDVRQDO GHPDQG IOXFWXDWLRQV ZLWK WKH ILUVW DQG WKLUG TXDUWHL
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6HIJPHQWHG ,QIRUPDWLRQ
6DOHYV

7KUHH PRQWKY HQGHGQH PRQWKVY HQGHG
ODUFK O0DUFK

6BHIPHQW

9LGHR DQG %URDGEDQG 6ROXWLRQV
&RQWHQW "HOLYHU\ DQG 6WRUDJH
7THOHPDWLFV

7RWDO

7TKUHH ORQWK 5HVXOWYV

7TRWDO VDOHYV JUHZ WR D UHFRUG PLOOLRQ LQ 4 ILVFEDO XS IURP

KLIJIKHU WKDQ WKH PLOOLRQ JHQHUDWHG LQ 4 ILVFEDO 7KH VLIJQLILFD
VKDUS LQFUHDVH LQ 9LGHR DQG %WURDGEDQG SURGXFW VDOHV WRJHWKHU ZL
ZHDNHU &DQDGLDQ GROODU SDUWLDOO\ RIIVHW E\ ORZHU &RQWHQW "HOLYHU

7KH 9LGHR DQG %URDGEDQG 6ROXWLRQV VHIJPHQW GHOLYHUHG VLJQLILFDQW |
FOLPELQJ WR PLOOLRQ DQ LQFUHDVH RI I[URP PLOOLRQ LQ 4 ILVFEC

PLOOLRQ JHQHUDWHG LQ 4 ILVFDO 7KHVH LQFUHDVHV UHIOHFW FXVW
JHQHUDWLRQ QHWZRUNV XVLQJ 9HFLPDYV VROXWLRQV DQG RXU VXFFHVV LQ '
ILEHU DFFHVV GHSOR\PHQWYV GXULQJ WKH TXDUWHU

Xx 1H[W JHQHUDWLRQ (QWUD SURGXFWYV OHG WKH 9%6 VHIPHQW JURZWK ZLWK \

PLOOLRQ IURP PLOOLRQ LQ 4 ILVFDO $V FRPSDUHG WR 4 ILVFDO
PLOOLRQ
X &RPPHUFLDO 9LGHR SURGXFWV VDOHV ZKLFK LQFOXGH 7THUUDFH4$0 DQG 7H
LQ 4 ILVFDO D GHFUHDVH RI IURP PLOOLRQ LQ 4 ILVFEDO DQG

7TKHVH FKDQJHVY UHIOHFW WKH DQWLFLSDWHG WUDQVLWLRQ WR QH[W JH
RXU QHZHU '$$ GULYHQ &RPPHUFLDO 9LGHR VROXWLRQV EHLQJ DFFRXQWHG

WLPLQJ Rl VDOHV DV FRPSDUHG WR 4 ILVFDO ZDV DOVR D FRQWULEXWLQ
,Q WKH &RQWHQW 'HOLYHU\ DQG 6WRUDJH VHIPHQW ZH DFKLHYHG VROLG WKL!
WR PLOOLRQ LQ 4 ILVFDO DQG PLOOLRQ LQ 4 ILVFDO 7KH PR

DQG TXDUWHU RYHU TXDUWHU &'6 VDOHYV SULPDULO\ UHIOHFWYV D GLIITHUHQW
WKH WLPLQJ RI VDOHV $V DOzZD\V ZH QRWH WKDW TXDUWHUO\ VDOHV YDULDQ

VDOHV IRU WKH 4 ILVFDO SHULRG LQFOXGHG PLOOLRQ RI SURGXFW VD!
PLOOLRQ RI VHUYLFHV UHYHQXH 4 ILVFDO PLOOLRQ

7TKLUG TXDUWHU 7HOHPDWLFV VDOHV RI PLOOLRQ ZHUH KLIKHU WKDQ W
DQG KLIKHU WKDQ PLOOLRQ LQ 4 ILVEDO SHVXOWYV IRU WKH TXDUWH

WKH LQFUHDVHG QXPEHU RI DVVHWY DQG WDJV EHLQJ PRQLWRUHG LQ RXU 7HC

1LOQH ORQWK 5HVXOWYV

JRU WKH QLQH PRQWKY HQGHG ODUFK WRWDO VDOHV LQFUHDVHG WR
VDPH SHULRG RI ILVFDO 7KH VLJQLILFDQW \HDU RYHU \HDU JURZWK UH!|
%URDGEDQG SURGXFW VDOHV FRPELQHG ZLWK VWURQJHU \HDU WR GDWH &R
SRVLWLYH IRUHLJQ H[FKDQJH LPSDFW RI D ZHDNHU &DQDGLDQ GROODU

1LQH PRQWK 9LGHR DQG %URDGEDQG 6ROXWLRQV VDOHV LQFUHDVHG WR
VDPH SHULRG LQ ILVFDO

X 1H[W JHQHUDWLRQ (QWUD SURGXFWV OHG WKH 9%6 VHIPHQW JURZWK ZLW

PLOOLRQ IURP PLOOLRQ LQ WKH ILUVW QLQH PRQWKYV RI ILVFDO
Xx &RPPHUFLDO 9LGHR VDOHV ZKLFK LQFOXGH 7HUUDFH4%$0 DQG 7THUUDFH )DP|
ILUVW QLQH PRQWKYV RI ILVFDO D GHFUHDVH RI IURP PLOOLRQ LQ

FKDQJHVY UHIOHFW WKH DQWLFLSDWHG WUDQVLWLRQ WR QH[W JHQHUDWLRQ
QHZHU '$$ GULYHQ &RPPHUFLDO 9LGHR VROXWLRQV EHLQJ DFFRXQWHG IRU
Rl VDOHVY DV FRPSDUHG WR WKH ILUVW QLQH PRQWKYV RI ILVFDO ZDV DOV

9HFLPD 1HWZRUNV ,QF7KLUG 4XDUWHU 5HVXOWYV



,Q WKH &RQWHQW 'HOLYHU\ DQG 6WRUDJH VHIPHQW QLQH PRQWK VDOHV LQFU
LQ VDPH SHULRG RI ILVFDO 7KLV LQFUHDVH UHIOHFWV WKH DGGLWLRQ RI
ZLWK H[LVWLQJ FXVWRPHUV 6HJPHQW VDOHV IRU WKH ILUVW QLQH PRQWKV R
VDOHV )LVFDO PLOOLRQ DQG PLOOLRQ RI VHUYLFHV UHYHQXH )

7THOHPDWLFV VDOHV LQ WKH ILUVW QLQH PRQWKY ZHUH PLOOLRQ RU Kl
VDPH SHULRG RI ILVFDO 7KH VWURQJHU UHVXOWY UHIOHFW D JURZLQJ FX
DVVHWY DQG WDJV EHLQJ PRQLWRUHG LQ RXU 7HOHPDWLFVY VHIPHQW

&RVW RI 6DOHV

&RVW RI VDOHV FRQVLVWY SULPDULO\ RI SURGXFW PDQXIDFWXULQJ DQG DV
HPSOR\HH DQG WKLUG SDUW\ VXSSOLHU FRVWY UHSUHVHQWLQJ D VLJQLILFDQ
9LGHR DQG YURDGEDQG 6ROXWLRQV VDOHVY LQFOXGH UHODWHG RYHUKHDG FR
LQYHQWRU\ PDQDJHPHQW FRVWY DQG VDOHV FRPPLVVLRQV DV ZHOO DV V]
PDQXIDFWXUHUVY WKDW SHUIRUP SULQWHG FLUFXLW ERDUG DVVHPEO\ IXQFWLF
6WRUDJH VDOHV LQFOXGH WKH FRVW RI WKH FRPSXWHU V\VWHPV VROG GH
WKLUG SDUW\ SURGXFW FRVWY DV ZHOO DV WKH VDODULHY EHQHILWY DQG F
GHVN SHUVRQQHO DVVRFLDWHG ZLWK SURGXFW LQVWDOODWLRQ VXSSRUW DF
ZLWK 7THOHPDWLFVY VDOHV FRQVLVW RI KDUGZDUH DPRUWL]DWLRQ LQYHQWRU
IHHV VHUYHU KRVWLQJ VHUYLFHV PDSSLQJ OLFHQVHVY DQG VDOHV FRPPLVVLEK

7KUHH PRQWKVY HQGHGQH PRQWKY HQGHG

oDuU oDU
6HJIPF
9LGHR DQG %URDGEDQG 6ROXWLRQV
&RQWHQW 'HOLYHU\ DQG 6WRUDJH
7HOHPDWLFV
7RWDO FRV)\
7KUHH ORQWK 5HVXOWYV
JRU WKH WKUHH PRQWKY HQGHG ODUFK WRWDO FRVW RI VDOHV LQFUHD)
LQ 4 ILVFDO DQG ZHUH XS IURP PLOOLRQ LQ 4 ILVFDO 7KH \HL

UHIOHFWV WKH VLJQLILFDQW JURZWK LQ VDOHV $ GLIIHUHQW SURGXFW PL[ DC
H[SHGLWH FRVWY ZHUH DOVR IDFWRUV LQ WKH KLJKHU FRVW RI VDOHYV

7TKLUG TXDUWHU FRVW RI VDOHV LQ WKH 9LGHR DQG %YURDGEDQG 6ROXWLRQV

PLOOLRQ LQ 4 ILVFDO DQG ZHUH KLIJIKHU WKDQ WKH PLOOLRQ U
RYHU \HDU LQFUHDVH UHIOHFWYV VLJQLILFDQWO\ KLJKHU VDOHYV D GLIIHUHQW
UHVXOWHG LQ LQFUHDVHG H[SHGLWH FRVWYV

,Q WKH &8RQWHQW 'HOLYHU\ DQG 6WRUDJH VHIPHQW WKLUG TXDUWHU FRVW R
PLOOLRQ LQ 4 ILVFEDO DQG GHFUHDVHG IURP PLOOLRQ LQ 4 ILV
GLITHUHQW SURGXFW PL[ ZHUH WKH SULPDU\ GULYHUV Rl WKH \HDU RYHU \HDU

7KLUG TXDUWHU FRVW RI VDOHV LQ WKH 7THOHPDWLFV VHIPHQW LQFUHDVHG WI

LQ ERWK 4 ILVFDO DQG 4 ILVFDO UHVXOWYV

1LOQH ORQWK 5HVXOWYV

JRU WKH QLQH PRQWKY HQGHG ODUFK WRWDO FRVW RI VDOHV LQFUHDVH
LQ WKH VDPH SHULRG LQ ILVFDO 7KH \HDU RYHU \HDU LQFUHDVH SULPDUL

6XSSO\ FKDLQ FRQVWUDLQWY DQG DVVRFLDWHG H[SHGLWH FRVWY ZHUH DOVR
&RVW RI VDOHYV LQ WKH 9LGHR DQG %YURDGEDQG 6ROXWLRQV VHIPHQW LQFUH

PRQWKY RI ILVFDO IURP PLOOLRQ LQ VDPH SHULRG LQ ILVEDO 7
VLIQLILFDQWO\ KLIJKHU VDOHV D GLIITHUHQW SURGXFW PL[ DQG VXSSO\ FKLEL
H[SHGLWH FRVWY 7KH RQH WLPH 4 ILVFDO LOQYHQWRU\ DOORZDQFHV UHOI

D IDFWRU LQ WKH KLIJIKHU FRVW RI VDOHYV

&RVW RI VDOHV LQ WKH &RQWHQW 'HOLYHU\ DQG 6WRUDJH VHIPHQW LQFUHDVI
RI ILVFDO IURP PLOOLRQ LQ WKH VDPH SHULRG LQ ILVFDO 7KH LQ
GULYHU RI WKH SHULRG RYHU SHULRG LQFUHDVH LQ &'6 FRVW RI VDOHYV
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&RVW RI VDOHV LQ WKH 7THOHPDWLFV VHIPHQW ZDV PLOOLRQ LQ WKH ILUV
WKDQ WKH PLOOLRQ LQ WKH VDPH SHULRG RI ILVFDO +LJKHU WHOHPDW!

*URVYV 3URILW DQG *URVYV 0ODUJLQ

7KUHH PRQWKVY HQGHGQH PRQWKY HQGHG

oDU oDU
BHIPHQW
9LGHR DQG %URDGEDQG 6ROXWLRQV
&RQWHQW 'HOLYHU\ DQG 6WRUDJH
7HOHPDWLFV
7RWDO JURVV SURILW
9LGHR DQG %URDGEDQG 6ROXWLRQV
&RQWHQW 'HOLYHU\ DQG 6WRUDJH
7HOHPDWLFV
7RWDO JURVV PDUJLQ
7TKUHH ORQWK 5HVXOWYV
JRU WKH WKUHH PRQWKY HQGHG ODUFK WRWDO JURVYV SURILW LQFUHD
PLOOLRQ LQ 4 ILVFDO DQG EHORZ WKH UHFRUG PLOOLRQ DFKLHYHG

LQFUHDVH LQ JURVYV SURILW UHIOHFWYV VLJQLILFDQWO\ KLJKHU VDOHV LQ WKH
SRVLWLYH IRUHLJQ H[FKDQJH LPSDFW RI D ZHDNHU &DQDGLDQ GROODU SDUWL
*URVV PDUJLQ IRU WKH WKLUG TXDUWHU ZDV DV FRPSDUHG WR LQ 4 |
FKDQJH LQ JURVYV PDUJLQ SHUFHQWDJH SULPDULO\ UHIOHFWV D GLIITHUHQW S
FRQVWUDLQWY LQFOXGLQJ HOHYDWHG IUHLJKW DQG ORJLVWLFV FRVWV DV ¢
FHUWDLQ SURGXFWYV DV ZH EHJLQ WR IXOILO ODUJHU RUGHUV :H KDYH UHYLVH

R WR VHH WKH 2XWORRN VHFWLRQ LQ WKLV 0' $ IRU IXUWKHU LQIRUPD\
7KLUG TXDUWHU JURVV SURILW IURP WKH 9LGHR DQG %URDGEDQG 6ROXWLRQ
SURILW PDUJLQ RI IURP PLOOLRQ JURVV SURILW PDUJLQ RI LQ 4

LQFUHDVH LQ JURVV SURILW GROODUV UHIOHFWYV VLIJQLILFDQWO\ VWURQJHU V
GLITHUHQW SURGXFW PL[ EHWZHHQ WKH WZR SHULRGV 2Q D VHTXHQWLDO TXI
WKDQ WKH PLOOLRQ DFKLHYHG LQ 4 ILVFDO JURVV SURILW PDUJLQ
SURGXFW PL[

,Q WKH &RQWHQW '"HOLYHU\ DQG 6WRUDJH VHIPHQW WKLUG TXDUWHU JURVYV

SURILW PDUJLQ RI IURP PLOOLRQ JURVV SURILW PDUJLQ RI LQ WKFE
\HDU FKDQJH UHIOHFWV VOLJKWO\ ORZHU VDOHV DQG D GLIIHUHQW SURGXFW |
SURILW ZDV FRQVLVWHQW ZLWK WKH PLOOLRQ JURVV SURILW PDUJLQ RI
7KLUG TXDUWHU JURVV SURILW IURP WKH 7THOHPDWLFV VHIJPHQW LQFUHDVHG W
PLOOLRQ JURVV PDUJLQ RI LQ 4 ILVFDO DQG PLOOLRQ JURVV P
1LQH ORQWK 5HVXOWYV
YRU WKH QLQH PRQWKY HQGHG ODUFK WRWDO JURVV SURILW JUHZ WR
WKH VDPH SHULRG RI ILVFDO 7KLV LPSURYHPHQW UHIOHFWYV VLJQLILFDQW

6ROXWLRQV VHIPHQW DQG WKH SRVLWLYH IRUHLJQ H[FKDQJH LPSDFW RI D Z}
ORZHU JURVYV PDUJLQ SHUFHQWDJH *URVYV PDUJLQ LQ WKH ILUVW QLQH PRQW

LQ WKH VDPH SHULRG RI ILVFDO 7KLV SULPDULO\ UHIOHFWYV D GLIIHUHQ
ZKLFK UHVXOWHG LQ KLJKHU H[SHGLWH FRVWY :H KDYH UHYLVHG RXU WDUJH\
WR VHH WKH 2XWORRN VHFWLRQ LQ WKLV 0' $ IRU IXUWKHU LQIRUPDWLRQ

9LGHR DQG %URDGEDQG 6ROXWLRQV VHIJPHQW JURVV SURILW JUHZ WR

WKH ILUVW QLOQH PRQWKYV RI ILVFDO IURP PLOOLRQ JURVV SURILW PI
7KH \HDU RYHU \HDU LQFUHDVH LQ JURVY SURILW UHIOHFWY VLJQLILFDQW!

SURGXFW PL[ FRPELQHG ZLWK KLJKHU H[SHGLWH FRVWY DQG WKH LPSDFW RI R

ILVEDO UHODWHG WR OHJDF\ SURGXFW LQYHQWRU\
&RQWHQW 'HOLYHU\ DQG 6 WRUDJH VHIJPHQW JURVYV SURILW LQFUHDVHG VOLJK\
LQ WKH ILUVW QLQH PRQWKYV RI ILVFDO IURP PLOOLRQ JURVV SURILW

7KH \HDU RYHU \HDU LQFUHDVH LQ &'6 JURVYV SURILW UHIOHFWY VOLJKWO\
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1LQH PRQWK 7THOHPDWLFV VHIJPHQW JURVYV SURILW LQFUHDVHG WR PLOO
PLOOLRQ JURVV PDUJLQ RI LQ WKH VDPH SHULRG RI ILVFDO 7KH \HD!I
PDLQO\ UHIOHFWV WKH DGGLWLRQ RI QHZ FXVWRPHUV DQG KLJKHU VDOHV

2SHUDWLQJ ([SHQVHYV

7KUHH PRQWKY HQGHIGA QH PRQWKY HQGHG

oDU oDU

6BHIPHQW

9LGHR DQG %URDGEDQG 6ROXWLRQV

&RQWHQW 'HOLYHU\ DQG 6WRUDJH

7HOHPDWLFV

7RWDO RSHUDWLQJ H[SHQVH

7TKUHH ORQWK 5HVXOWYV

JRU WKH WKUHH PRQWKY HQGHG ODUFK WRWDO RSHUDWLQJ H[SHQVHV Z
PLOOLRQ LQ 4 ILVFDO DQG PLOOLRQ LQ 4 ILVFDO 7KH \HDU RY|

DGGLWLRQDO RSHUDWLQJ H[SHQVHYVY UHODWHG WR KLJKHU VDOHV LQ WKH 9L
SHUFHQWDJH RI VDOHYVY 4 RSHUDWLQJ H[SHQVHV UHPDLQHG ZHOO FRQWUROO
SHULRG ODVW \HDU

9LGHR DQG %YURDGEDQG 6ROXWLRQV RSHUDWLQJ H[SHQVHVY LQFUHDVHG WR
DQG PLOOLRQ LQ 4 ILVFDO 7KH PLOOLRQ \HDU RYHU \HDU LQF
H[SHQVHV IRU UHVHDUFK DQG GHYHORSPHQW VDOHVY DQG PDUNHWLQJ DQG
VWDIILQJ DOO UHODWHG WR VDOHV JURZWK 7KH TXDUWHU RYHU TXDUWHU L
KLIJIKHU UHVHDUFK DQG GHYHORSPHQW FRVWYV DV ZH LQYHVW IRU IXWXUH JURZ

&RQWHQW 'HOLYHU\ DQG 6WRUDJH RSHUDWLQJ H[SHQVHV ZHUH PLOOLRQ LG
LQ 4 ILVFDO DQG PLOOLRQ LQ 4 ILVFDO 7KH PLOOLRQ LQFUHDV
RI D ZHDNHU &DQDGLDQ GROODU FRPELQHG ZLWK KLJKHU H[SHQGLWXUHV R
PDUNHWLQJ JHQHUDO DQG DGPLQLVWUDWLYH DFWLYLWLHY DQG VWDIILQJ UH
TXDUWHU GHFUHDVH LQ RSHUDWLQJ H[SHQVHV SULPDULO\ UHIOHFWV ORZHU V

7THOHPDWLFV RSHUDWLQJ H[SHQVHY ZHUH VOLJKWO\ KLJKHU DW PLOOLRQ L
LQ ERWK 4 ILVFDO DQG 4 ILVFEDO 7KH \HDU RYHU \HDU LQFUHDVH UHIO
H[SHQVH DQG JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVH

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV IRU 4 ILVFDO LQFUHDVHG WR

PLOOLRQ RU RI VDOHV LQ WKH VDPH SHULRG RI ILVFDO 7KLV SULPDU
HPSOR\HHVY DQG KLJKHU OLFHQVLQJ DQG SURWRW\SLQJ FRVWY SDUWLDOO\ RI
FRVWY 2XU LQYHVWPHQW LQ UHVHDUFK DQG GHYHORSPHQW VXSSRUWV WKH
DUH LQ FRPPHUFLDO SURGXFWLRQ WKH GHYHORSPHQW FRVWV DUH GHIHUL
GHYHORSPHQW FRVWY EHIRUH GHIHUUDOV DPRUWL]DWLRQ RI GHIHUUHG GHY|
ILVFDO LQFUHDVHG WR PLOOLRQ RU RI VDOHV IURP PLOOLRQ |
LQFUHDVH UHIOHFWYV KLJKHU VWDIILQJ FRVWY DV ZHOO DV LQFUHDVHG FRVW
FXUUHQW \HDU TXDUWHU DV RXU QH[W JHQHUDWLRQ SURGXFWV PRYH FORVHU

6DOHYVY DQG PDUNHWLQJ H[SHQVHV ZHUH PLOOLRQ RU Rl VDOHV LQ 4 IL\
RU RI VDOHV LQ WKH VDPH SHULRG ODVW \HDU 7KH LQFUHDVH LQ VDOHV DQ¢
VWDIILQJ FRVWY DV ZHOO DV DQ LQFUHDVH LQ WUDGH VKRZ DQG WUDYHO DQC

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHVY LQFUHDVHG WR PLOOLRQ RU
WR PLOOLRQ RU RI' VDOHV LQ 4 ILVFDO 7KH \HDU RYHU \HDU LQFUHD
UHYHQXH JURZWK FRPELQHG ZLWK KLJKHU LQVXUDQFH DQG SURIHVVLRQDO IH

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH ZDV PLOOLRQ LQ 4 ILVEDO FI
7KH LQFUHDVH UHIOHFWY DQ LQFUHDVH LQ SHUIRUPDQFH VKDUH XQLW\
FRPSDUHG WR WKH VDPH SHULRG LQ ILVFDO

2WKHU H[SHQVH ZDV PLOOLRQ LQ 4 ILVFDO FRPSDUHG WR PLOOLRQ
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1LQH ORQWK 5HVXOWYV

YRU WKH QLQH PRQWKY HQGHG ODUFK WRWDO RSHUDWLQJ H[SHQVHV ZF
PLOOLRQ LQ WKH VDPH SHULRG LQ ILVFDO 7KH \HDU RYHU \HDU LQFUHD!
H[SHQVHV UHODWHG WR KLJKHU VDOHV LQ ERWK WKH 9LGHR DQG %URDGEDQG
VHIPHQWYV $V D SHUFHQWDJH Rl VDOHV ILUVW QLQH PRQWK RSHUDWLQJ H[S

FRPSDUHG WR LQ WKH VDPH SHULRG LQ ILVFDO
9LGHR DQG %YURDGEDQG 6ROXWLRQV RSHUDWLQJ H[SHQVHVY LQFUHDVHG WR
FRPSDUHG WR PLOOLRQ LQ WKH VDPH SHULRG RI ILVEDO 7KH PLOO

H[SHQVHV LQ VXSSRUW RI VDOHYV JURZWK LQFOXGLQJ LQFUHDVHG LQYHVWPH
PDUNHWLQJ JHQHUDO DQG DGPLQLVWUDWLYH DQG VWDIILQJ

&RQWHQW 'HOLYHU\ DQG 6WRUDJH RSHUDWLQJ H[SHQVHV LQFUHDVHG WR F

PLOOLRQ LQ WKH VDPH SHULRG RI 7KH PLOOLRQ FKDQJH UHIOHF
SODQQHG VDOHV JURZWK LQFOXGLQJ LQFUHDVHG LQYHVWPHQW LQ UHVHDUFK
DQG DGPLQLVWUDWLYH DQG VWDIILQJ

7THOHPDWLFV RSHUDWLQJ H[SHQVHVY LQFUHDVHG WR PLOOLRQ LQ WKH ILUVYV
LQ WKH VDPH SHULRG RI

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV IRU WKH ILUVW QLQH PRQWKV RI L
IURP PLOOLRQ RU RI VDOHV LQ WKH VDPH SHULRG RI ILVFDO 7KLV ¢
5' HPSOR\HHV DQG KLJKHU OLFHQVLQJ DQG SURWRW\SLQJ FRVWVY SDUWLD
GHYHORSPHQW FRVWV 2XU LQYHVWPHQW LQ UHVHDUFK DQG GHYHORSPHQW VX
SURGXFWV DUH LQ FRPPHUFLDO SURGXFWLRQ WKH GHYHORSPHQW FRVWV DUF
GHYHORSPHQW FRVWV EHIRUH GHIHUUDOV DPRUWL]DWLRQ RI GHIHUUHG GHY]|
ILUVW QLQH PRQWKV RI ILVFDO LQFUHDVHG WR PLOOLRQ RU RI VDO
WKH VDPH SHULRG RI ILVFDO 7KH LQFUHDVH UHIOHFWV KLJKHU VWDIILQ.
VRIWZDUH OLFHQVLQJ DQG SURWRW\SLQJ LQ WKH FXUUHQW \HDU DV RXU QH[W
GHSOR\PHQW

6DOHYVY DQG PDUNHWLQJ H[SHQVHV ZHUH PLOOLRQ RU RlI VDOHV LQ WK

FRPSDUHG WR PLOOLRQ RU Rl VDOHVY LQ WKH VDPH SHULRG RI ILVFDO

H[SHQVH SULPDULO\ UHIOHFWV KLJKHU VWDIILQJ FRVWY DV ZHOO DV DQ LQFL

H[SHQVHV DV &29,' WUDYHO UHVWULFWLRQV KDYH OLIWHG

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQFUHDVHG WR PLOOLRQ RU
DV FRPSDUHG WR PLOOLRQ RU RI VDOHV LQ WKH ILUVW QLQH PRQ

LQFUHDVH SULPDULO\ UHIOHFWV DGGLWLRQDO VWDIILQJ (53 LPSOHPHQWDW
HQWHUWDLQPHQW FRVWYV

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH ZDV PLOOLRQ LQ WKH ILUVW QLQH
PLOOLRQ LQ WKH VDPH SHULRG LQ ILVEDO 7TKH LQFUHDVH UHIOHFWY KLJKH
VKDUH XQLWY DV FRPSDUHG WR WKH VDPH SHULRG LQ ILVFDO

2WKHU H[SHQVH ZDV PLOOLRQ LQ 4 ILVFDO FRPSDUHG WR PLOOLRQ
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2SHUDWLQJ ,QFRPH /RVYV

7KUHH PRQWKY HQGHIA QH PRQWKY HQGHG
ODUFK 0DUFK

6HIJPHQW 2SF,QFR /RV

9LGHR DQG %URDGEDQG 6ROXWLRQV
&RQWHQW 'HOLYHU\ DQG 6WRUDJH
7HOHPDWLFV

7RWDO RSHUDV

7TKUHH ORQWK 5HVXOWYV

2SHUDWLQJ LQFRPH JUHZ WR PLOOLRQ LQ 4 ILVEDO IURP PLOOLRQ
ZDV SULPDULO\ GXH WR KLJKHU 9%6 VHJPHQW VDOHV SDUWLDOO\ RIIVHW E\
SURGXFW PL[ VXSSO\ FKDLQ FRQVWUDLQWY DQG LQFUHDVHG RSHUDWLQJ FRV

7KH 9LGHR DQG %URDGEDQG 6ROXWLRQV VHIJPHQW JUHZ WKLUG TXDUWHU RSHL
LQ 4 ILVFDO 7KH \HDU RYHU \HDU LQFUHDVH UHIOHFWYV KLJKHU VDOHV
LQ WKH 9%6 VHIPHQW SDUWLDOO\ RIIVHW E\ ORZHU PDUJLQV DVVRFLDWHG ZL\
H[SHQVHYV

&RQWHQW 'HOLYHU\ DQG 6WRUDJH UHFRUGHG DQ RSHUDWLQJ ORVV RI PL
RSHUDWLQJ LQFRPH RI PLOOLRQ LQ WKH VDPH SHULRG RI ILVEDO 7TKH \
KLIJIKHU 5 ' DQG VWDIILQJ FRVWY DLPHG DW VXSSRUWLQJ IXWXUH JURZWK
7THOHPDWLFV RSHUDWLQJ LQFRPH JUHZ WR PLOOLRQ LQ 4 ILVFDO VOL.
LQ 4 ILVFDO

JLODQFH H[SHQVH LQFUHDVHG WR PLOOLRQ LQ 4 ILVFDO IURP Pl
LQFUHDVHG LQWHUHVW FRVWY DVVRFLDWHG ZLWK RXU WHUP ORDQ GUDZQ LQ |
JRUHLJQ H[FKDQJH JDLQ IRU WKH WKLUG TXDUWHU ZDYV PLOOLRQ FRPSDUH
LQ WKH VDPH SHULRG RI ILVFDO

,QFRPH WD[ H[SHQVH ZDV PLOOLRQ LQ 4 ILVFEDO DV FRPSDUHG WR F
KLIKHU QHW LQFRPH EHIRUH WD[HV

1HW LQFRPH IRU 4 ILVFDO LQFUHDVHG WR PLOOLRQ RU SHU VKDUFL
LQ 4 ILVFDO

2WKHU FRPSUHKHQVLYH LQFRPH ORVV LQFUHDVHG WR PLOOLRQ LQ 4
LQFRPH RI PLOOLRQ LQ WKH VDPH SHULRG LQ ILVFDO

&RPSUHKHQVLYH LQFRPH IRU 4 ILVFDO LQFUHDVHG WR PLOOLRQ IURI

LPSURYHPHQW \HDU RYHU \HDU UHIOHFWV WKH FKDQJHV GHVFULEHG DERYH

1LQH ORQWK 5HVXOWYV

YRU WKH QLQH PRQWKY HQGHG ODUFK RSHUDWLQJ LQFRPH FOLPEHG WF
VDPH SHULRG RI ILVFDO 7KH LQFUHDVH ZDV SULPDULO\ GXH WR KLJKH
E\ KLJKHU H[SHGLWH FRVWV UHVXOWLQJ IURP VXSSO\ FKDLQ FRQVWUDLQWYV D¢

7KH 9LGHR DQG %YURDGEDQG 6ROXWLRQV VHIPHQW JHQHUDWHG RSHUDWLQJ LQ
RI ILVEDO VLIQLILFDQWO\ KLJKHU WKDQ WKH PLOOLRQ JHQHUDWHG LC
\HDU RYHU \HDU LQFUHDVH UHIOHFWYV KLJKHU VDOHV RI QH[W JHQHUDWLRQ (Q\
RINTVHW E\ KLJKHU RSHUDWLQJ H[SHQVHV

&RQWHQW 'HOLYHU\ DQG 6WRUDJH UHFRUGHG DQ RSHUDWLQJ ORVV RI PLOC
FRPSDUHG WR DQ RSHUDWLQJ ORVV RI PLOOLRQ LQ WKH VDPH SHULRG R
SULPDULO\ UHIOHFWV KLJKHU 5 ' DQG VWDIILQJ FRVWV DLPHG DW VXSSRUWLDQ.
7HOHPDWLFV RSHUDWLQJ LQFRPH ZDV PLOOLRQ LQ WKH ILUVW QLQH PRQW
VDPH SHULRG RI ILVFDO

JLODQFH H[SHQVH LQFUHDVHG WR PLOOLRQ LQ WKH ILUVW QLQH PRQWKYV |
SHULRG RI ILVFDO UHIOHFWLQJ LQFUHDVHG LQWHUHVW FRVWYV DVVRFLDWH

RXU UHYROYLQJ OLQH RI FUHGLW
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YRUHLJQ H[FKDQJH JDLQ ZDV PLOOLRQ LQ WKH ILUVW QLQH PRQWKV RI ILVF
LQ WKH VDPH SHULRG RI ILVFDO 7KH LQFUHDVH ZDV SULPDULO\ DWWULEXV
SRVLWLYH LPSDFW RI D ZHDNHU &DQDGLDQ GROODU

,QFRPH WD[ H[SHQVH ZDV PLOOLRQ LQ WKH ILUVW QLQH PRQWKV RI ILVFDC(
WD[ H[SHQVH LQ WKH VDPH SHULRG RI ILVFDO UHIOHFWLQJ KLIJIKHU QHW LC

I1HW LQFRPH IRU WKH ILUVW QLQH PRQWKYV RI LQFUHDVHG WR PLOOLR
SHU VKDUH LQ WKH VDPH SHULRG LQ ILVFDO

2WKHU FRPSUHKHQVLYH LQFRPH LQFUHDVHG WR PLOOLRQ LQ WKH ILUVW
FRPSUHKHQVLYH LQFRPH RI PLOOLRQ LQ WKH VDPH SHULRG ODVW \HDU 7KF
LQFRPH UHIOHFWYVY WKH SRVLWLYH LPSDFW RI D ZHDNHQLQJ &4DQDGRDQ GROOD
RXU 9%6 DQG &'6 VHIPHQWYV WR &DQDGLDQ GROODUYV

&RPSUHKHQVLYH LQFRPH IRU WKH ILUVW QLQH PRQWKYV RI ILVFDO LQFUHDYV
VDPH SHULRG RI ILVFDO 7KH LPSURYHPHQW LV D UHVXOW RI WKH FKDQJHYV

&DVK )ORZ JURP 8VHG LQ 2SHUDWLQJ ,QYHVWLQJ DQG )LQDQFLQJ $FV
2SHUDWLQJ $SFWLYLWLHYV

JRU WKH WKUHH PRQWKY HQGHG ODUFK FDVK IORZ IURP XVHG LQ RS
FRPSDUHG WR FDVK IORZ IURP XVHG LQ RSHUDWLRQV RI PLOOLRQ LQ W
LQFUHDVH UHIOHFWYV D PLOOLRQ LQFUHDVH LQ FDVK IORZ IURP QRQ FDVK 7
LQFUHDVH LQ RSHUDWLQJ FDVK IORZ

JRU WKH QLQH PRQWKY HQGHG ODUFK FDVK IORZ IURP XVHG LQ RSHI
FRPSDUHG WR PLOOLRQ IRU WKH QLQH PRQWKYV HQGHG ODUFK 7KH
RSHUDWLRQV UHIOHFWYV D PLOOLRQ GHFUHDVH LQ FDVK IORZ IURP QRQ F

EXLOGLQJ RI LQYHQWRU\ WR VXSSRUW JURZWK DQG PLQLPL]JH WKH LPSDFW RI
PLOOLRQ LQFUHDVH LQ RSHUDWLQJ FDVK IORZ

,QYHVWLQJ $FWLYLWLHV

JRU WKH WKUHH PRQWKY HQGHG ODUFK FDVK IORZ XVHG LQ LQYHVWLQJ

PLOOLRQ LQ WKH VDPH SHULRG ODVW \HDU 7KLV LQFUHDVH UHIOHFWYV GHII
4 ILVEDO PLOOLRQ WKH SXUFKDVH RI SURSHUW\ SODQW DQG HTXLS
PLOOLRQ DQG WKH SXUFKDVH RI LQWDQJLEOHY RI OHVV WKDQ PLOOLRQ ¢

YRU WKH QLQH PRQWKV HQGHG ODUFK FDVK IORZ XVHG LQ LQYHVWLQJ D
PLOOLRQ LQ WKH VDPH SHULRG ODVW \HDU 7KLV LQFUHDVH UHIOHFWV G

PLOOLRQ ILVFDO PLOOLRQ WKH SXUFKDVH RI SURSHUW\ SODQW DQC

PLOOLRQ DQG WKH SXUFKDVH RI LQWDQJLEOHV RI OHVV WKDQ ILVFDO

JLQDQFLQJ $FWLYLWLHYV

YRU WKH WKUHH PRQWKY HQGHG ODUFK ZH UHSDLG PLOOLRQ RI RXU
PLOOLRQ UHSDLG SDLG ZLWKKROGLQJ WD[HV RQ 368V RI PLOOLRQ 4 ILVF
PLOOLRQ 4 ILVFDO PLOOLRQ SDLG GLYLGHQGV RI PLOOLRQ 4
SURFHHGV RI PLOOLRQ RQ VKDUHV LVVXHG RQ RSWLRQV H[HUFLVHG 4 Il
SURFHHGV RI PLOOLRQ IRU DQ LQVXUDQFH ILQDQFLQJ ORDQ 4 ILVFDO

JRU WKH QLQH PRQWKY HQGHG ODUFK ZH UDLVHG PLOOLRQ WKURXJ}
UHSDLG PLOOLRQ RI RXU ORQJ WHUP GHEW ILVFDO PLOOLRQ UH:¢
RSWLRQV RI PLOOLRQ ILVFDO PLOOLRQ SDLG ZLWKKROGLQJ WD]
PLOOLRQ UHSDLG OHDVH OLDELOLWLHV RI PLOOLRQ ILVFDO P
+ PLOOLRQ DQG UHFHLYHG SURFHHGV RI PLOOLRQ IRU DQ LQVXUDQ

ILTXLGLW\ DQG &DSLWDO 5HVRXUFHV

‘H PDQDJH RXU OLTXLGLW\ DQG FDSLWDO UHVRXUFHV WR HQVXUH WKDW WK
FRPPLWPHQWY DQG REOLJDWLRQV DV WKH\ IDOO GXH :H EHOLHYH WKDW RXU F
IDFLOLWLHY DQG DQWLFLSDWHG FDVK IORZ IURP RSHUDWLRQV ZLOO EH VXIILF
FDSLWDO H[SHQGLWXUH UHTXLUHPHQWY IRU WKH IRUHVHHDEOH IXWXUH
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'XULQJ WKH WKUHH PRQWKYV HQGHG ODUFK ZH KDG DFFHVV WR RXU UHY
ZKLFK PLOOLRQ ZDV GUDZQ -XQH QLO DV D UHYROYLQJ OLQH RI F
QLO ZDV XWLOL]JHG IRU OHWWHUV RI FUHGLW ZKLFK DUH DQWLFLSDWHG WR
D WHUP ORDQ RI PLOOLRQ -XQH PLOOLRQ D VHUYHU HTXLSPH
PLOOLRQ DQ LQVXUDQFH ILQDQFLQJ ORDQ RI PLOOLRQ -XQH QL
-XQH PLOOLRQ DV DW ODUFK

2Q 'HFHPEHU ZH FORVHG WZR FRPPRQ VKDUH RIIHULQJV IRU WKH VDOH F
R SHU VKDUH ZLWK WRWDO DJJUHJDWH JURVV SURFHHGYV RI PLOOLRQ
WKH VKDUH RITHULQJY DPRXQWHG WR PLOOLRQ 1HW SURFHHGV IURP WKH F
XVHG WR VXSSRUW ZRUNLQJ FDSLWDO UHTXLUHPHQWY ZKHUHE\ ZH KDYH VLJ
PLOOLRQ LQ UHVSRQVH WR KLJK GHPDQG IRU RXU QH[W JHQHUDWLRQ VROXWI
FKDLQ FRQVWUDLQWY 7KH FRPPRQ VKDUH RIITHULQJV ZHUH FRPSOHWHG LQ F
PLQLPL]LQJ GHEW VHUYLFLQJ FRVWYV

&DSLWDO H[SHQGLWXUHV IRU WKH WKLUG TXDUWHU RI ILVFDO ZHUH PLC
SHULRG RI ILVFDO

"RUNLQJ &DSLWDO

'RUNLQJ FDSLWDO UHSUHVHQWY FXUUHQW DVVHWY OHVV FXUUHQW OLDELOLW!
ODUFK IURP PLOOLRQ DW -XQH 7KH LQFUHDVH LQ ZRUNLQ.
LOQYHVWPHQW LQ LQYHQWRU\ WR UHVSRQG WR JURZLQJ VDOHV DQG FXVWRPHU
EDODQFHV FDQ EH VXEMHFW WR VLJQLILFDQW VZLQJV IURP TXDUWHU WR TX
UHIOHFWLQJ WKH UHTXLUHPHQWY RI RXU PDMRU FXVWRPHUV ,W LV QRW XQ.
RQH ZHHN SHULRG ,I WKLV OHYHO RI VDOHV RFFXUV LQ WKH ILUVW ZHHN RI
H[SHULHQFH DQ LQFUHDVH LQ LQYHQWRU\ OHYHOV DQG D GURS LQ UHFHLYDEC
FRQWUDFWYV ZLWK JUHDWHU WKDQ GD\ SD\PHQW WHUPV DOVR DIIHFW ZRL
EDFNHQG ZHLJKWHG IRU D TXDUWHU

$FFRXQWYV UHFHLYDEOH EDODQFH LQFUHDVHG WR PLOOLRQ DW ODUEFK
7KLV LOQFUHDVH UHIOHFWYVY WKH KLJKHU VDOHV LQ 4 ILVEDO FRPSDUHG WR
,QYHQWRULHY LQFUHDVHG E\ PLOOLRQ WR PLOOLRQ DW ODUFK |

7KH LQFUHDVH UHSUHVHQWYVY WKH EXLOGXS RI LQYHQWRU\ UHODWHG WR WKH
LOQYHQWRU\ DV ZHOO DV RXU VWUDWHJI\ IRU PDQDJLQJ VXSSO\ FKDLQ FKDOOH

PLOOLRQ DW ODUFK FRPSDUHG WR PLOOLRQ DW -XQH 5Dz PD\
PLOOLRQ DW ODUFK IURP PLOOLRQ DW -XQH RUN LQ SURJUL
PLOOLRQ DV DW ODUFK IURP PLOOLRQ DW -XQH ‘H PDQXIDFW

WKH UHVXOW WKDW LQYHQWRU\ OHYHOV ZLOO EH VXEVWDQWLDOO\ KLIJKHU W
PDQXIDFWXULQJ DQG DVVHPEO\

BUHSDLG H[SHQVHY DQG RWKHU FXUUHQW DVVHWY EDODQFH LQFUHDVHG WR
PLOOLRQ 7KLV LQFUHDVH SULPDULO\ UHIOHFWYV SD\PHQWY PDGH WR FRQ
LOQOYHOWRULHY SXUFKDVHG DQG UHFHLYHG UHODWHG WR IRUHFDVW FRPPLWPH

,QYHVWPHQW WD[ FUHGLWYVY ZHUH PLOOLRQ DW ODUFK DV FRPSDUHC
HYHU\ GROODU ZH VSHQG RQ HOLJLEOH UHVHDUFK DQG GHYHORSPHQW LQ &DC
LQFRPH WD[ FUHGLWY 7KHVH FUHGLWY DUH XVHG WR RIIVHW RXU LQFRPH WD]

$FFRXQWVY SD\DEOH DQG DFFUXHG OLDELOLWLHYV LQFUHDVHG WR PLOOLRQ
7KLV LQFUHDVH ZDV SULPDULO\ GXH WR WKH EXLOGXS RI LQYHQWRU\ UF
RI VXSSO\ FKDLQ FKDOOHQJHV

,QFRPH WD[ SD\DEOH EDODQFH LQFUHDVHG WR PLOOLRQ DW ODUFK
KLIJKHU LQFRPH LQ WKH &RPSDQ\YV 86 HQWLWLHYVY FRPSDUHG WR WKH &RPSDQ\‘
LOQYHVWPHQW WD[ FUHGLW SRROV

/IRQJ WHUP GHEW LQFOXGLQJ WKH FXUUHQW SRUWLRQ DQG OHDVH OLDELOLWL
ZLWK PLOOLRQ DW -XQH
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'LYLGHQGV

'LYLGHQG $PRXQW

'"HFODUDWLRQ 'DWH SHU VKDUH 5HFRUG 'DWH 3D\DEOH 'DWH
6HSWHPEHU 2FWREHU 1IRYHPEHU
1RYHPEHU 1RYHPEHU ODUFK
JHEUXDU\ JHEUXDU\ ODUFK

0D\ 0D\ -XQH

&ERQWUDFWXDO 2EOLJDWLRQV

/HDVH OLDELOLWLHY UHSRUWHG LQ RXU FRQVROLGDWHG VWDWHPHQWYV RI ILC
PLOOLRQ 2XU OHDVH OLDELOLWLHV GR QRW LQFOXGH VKRUW WHUP OHDVHV D
DQG DUH RI QRPLQDO YDOXH

$V DW ODUFK RXU XQGLVFRXQWHG IXWXUH FDVK SD\PHQWY LQ UHVSHF
GXH ZLWKLQ RQH \HDU LV PLOOLRQ GXH EHWZHHQ WZR WR ILYH \HDUV LV

7KH 1RNLD SRUWIROLR DFTXLVLWLRQ LQFOXGHVY WKH DVVXPSWLRQ RI D FRQW!
WKH FRQWUDFWXDO REOLJDWLRQ EDVHG RQ IRUHFDVWHG FRPPLWPHQWYV
PLOOLRQ RI ZKLFK QLO LV GHHPHG WR EH RQHURXV -XQH

&RQWLQJIJHQFLHYV

,Q ODUFK ZH UHFHLYHG D UH DVVHVVPHQW IURP WKH &5% UHJDUGLQJ WKH
DQG ([SHULPHQWDO 'HYHORSPHQW 65 (' FODLPV RQ RXU WD[ UHWXUQ 7t
LQ D UHGXFWLRQ RI 65 (" HISHQGLWXUHY FODLPHG RI PLOOLRQ :H DQG RXL
WD[ ODZ bDQG EHOLHYH RXU RULJLQDO WUHDWPHQW RI WKHVH 65 (' FODLPV ZD\
LQ UHJDUG WR WKLV PDWWHU LQ -XQH ‘H UHFHLYHG D 1RWLFH RI &RQILUF
2EMHFWLRQ ZDV GHQLHG :H KDYH UHFRUGHG WKH DGMXVWPHQW LQ RXU ILVFI
LPSDFW RI WKLY DGMXVWPHQW ZDV D PLOOLRQ LQFUHDVH LQ GHIHUUHG G
ILOHG D 1RWLFH RI $SSHDO LQ $SULO WR GHIHQG RXU RULJLQDO WD[ WUHD

YRUHLJQ ([FKDQJH

$SSUR[LPDWHO\ RI RXU UHYHQXHY DUH GHQRPLQDWHG LQ 8 6 GROODUV :H
GROODUYV RQ WKH GDWH RI GHOLYHU\ DQG VXEVHTXHQWO\ ZKHQ WKH DFFRXQC
DSSUHFLDWHY UHODWLYH WR WKH &DQDGLDQ GROODU DIWHU ZH FROOHFW WK
PRUH &DQDGLDQ GROODUV ZKHQ WKH 8 6 GROODUYV DUH FRQYHUWHG WR &DQTIL
HQMR\ D QDWXUDO KHGJH VLQFH WKH PDMRULW\ RI RXU PDWHULDOV DQG FRPES

$V DW ODUFK WKH H[FKDQJH UDWH RQ WKH &DQDGLDQ GROODU UHODWI
IURP DV DW -XQH 7KLV H[FKDQJH UDWH GLIIHUHQFH LQFUHDVI
8 6 GROODU QHW DVVHWYV E\ DSSUR[LPDWHO\ PLOOLRQ &DQDGLDQ

JLQDQFLDO ,QVWUXPHQWYV

‘H SHULRGLFDOO\ HQWHU LQWR IRUZDUG FRQWUDFWY WR SDUWLDOO\ PDQDJH
&DQDGLDQ DQG 8 6 GROODUV )RUZDUG FRQWUDFWY DUH HOQWHUHG LQWR EDV}
8 6 WR &DQDGLDQ GROODUV :H GR QRW UHFRJQL]H WKHVH FRQWUDFWYVY LQ WK
DUH HQWHUHG LQWR QRU GR ZH DFFRXQW IRU WKHP DV KHGJHV ,QVWHDG W
EDODQFH VKHHW GDWH &KDQJHV WR IDLU YDOXH DUH UHFRUGHG LQ LQFRPH

DFFRXQWY UHFHLYDEOH ZKHQ LQ DQ DVVHW SRVLWLRQ RU DFFRXQWY SD\DEOF

$V DW ODUFK ZH KDG IRUZDUG ); FRQWUDFWYV ZLWK D IDLU YDOXH RI |
ODUFK QLO

211 %DODQFH 6KHHW $UUDQJHPHQWYV

‘H GR QRW KDYH DQ\ RIl EDODQFH VKHHW DUUDQJHPHQWY WKDW KDYH RU DUH
HITHFW RQ RXU ILOQDQFLDO SHUIRUPDQFH RU ILQDQFLDO FRQGLWLRQ

9HFLPD 1HWZRUNV ,QF7KLUG 4XDUWHU 5HVXOWYV



TUDQVDFWLRQV % HWZHHQ 5SHODWHG 3DUWLHYV

2Q $XIXVW VW 9HFLPD HOQOWHUHG LQWR D EXLOGLQJ OHDVH ZLWK RQH RI R
DUH DW IDLU PDUNHW YDOXH 7RWDO OHDVH SD\PHQWV LQFOXGLQJ LQWHUHYV'
7KHUH ZHUH QR RWKHU UHODWHG SDUW\ WUDQVDFWLRQV LQ 4 ILVFDO

SURSRVHG 7UDQVDFWLRQV

7KHUH DUH QR SURSRVHG DVVHW RU EXVLQHVVY DFTXLVLWLRQV RU GLVSRVLWL
SURFHHG ZLWK RU IRU ZKLFK RXU VHQLRU PDQDJHPHQW EHOLHYHV FRQILUPDW

&ULWLFDO $FFRXQWLQJ (VWLPDWHYV

6HH RXU DQQXDO 0' $ DQG RXU DQQXDO DXGLWHG FRQVROLGDWHG ILQD
D GLVFXVVLRQ Rl WKH DFFRXQWLQJ SROLFLHV DQG HVWLPDWHVY WKDW DUH
RSHUDWLRQV DQG UHVXOWV RI RXU RSHUDWLRQV

$SFFRXQWLQJ 3URQRXQFHPHQWY DQG 6WDQGDUGYV

$GRSWLRQ RI QHZ DFFRXQWLQJ VWDQGDUGY DQG DPHQGPHQWY WR DFFRXQWL

7KH IROORZLQJ DPHQGHG VWDQGDUGY DQG LQWHUSUHWDWLRQV LVVXHG E\ W
ILVFDO

$PHOGPHOWY WR ,$6 + BURSHUW\ SODOW DQG HTXLSPHQW = SURFHHGV EHIF

2Q 0D\ WKH ,$6% LVVXHG DPHQGPHQWY WR ,$6 ZKLFK SURKLELWYV GH(
SURSHUW\ SODQW DQG HTXLSPHQW DQ\ SURFHHGV IURP VHOOLQJ LWHPV SUR
DQG FRQGLWLRQ QHFHVVDU\ IRU LW WR EH FDSDEOH RI RSHUDWLQJ LQ WKH |
HQWLW\ UHFRJQL]JHVY WKH SURFHHGV IURP VHOOLQJ VXFK LWHPV DQG WKH FR
7KH DGRSWLRQ RI WKLY VWDQGDUG GLG QRW KDYH D PDWHULDO LPSDFW RQ R

$PHOQGPHOWYV WR ,$6 + 3URYLVLRQV ,$6

2Q 0D\ WKH ,$6% LVVXHG 2QHURXV &RQWUDFWYV +* &RVW RI )XOILOOLQJ
DPHQGLQJ WKH VWDQGDUG UHJDUGLQJ FRVWYV D FRPSDQ\ VKRXOG LQFOXGH
DVVHVVLQJ ZKHWKHU D FROQWUDFW LV RQHURXVY 7KH DGRSWLRQ RI WKLV VWL
FRQVROLGDWHG ILOQDQFLDO VWDWHPHQWYV

$FFRXQWLQJ VWDQGDUGYV LVVXHG EXW QRW \HW DSSOLHG

7KH IROORZLQJ QHZ RU DPHQGHG VWDQGDUGY DQG LQWHUSUHWDWLRQV LVVXH
TXDUWHU HQG GDWH DQG KDYH QRW \HW EHHQ DGRSWHG E\ XV

$PHOGPHOWY WR ,$6 * 3UHVHOWDWLRQ RI ILQDQFLDO VWDWHPHQWYV ,$6

2Q -DQXDU\ WKH ,$6% LVVXHG DPHQGPHQWY WR ,$6 LQ UHVSHFW RI WK
RU QRQ FXUUHQW 7KH DPHQGPHQWYV DLP WR SURPRWH FRQVLVWHQF\ LQ DSS
GHWHUPLQH ZKHWKHU LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GHEW
GDWH VKRXOG EH FODVVLILHG DV FXUUHQW GXH RU SRWHQWLDOO\ GXH WR
DPHQGPHQWY EHFRPH HIIHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGV EHJLQQLG

$PHOGPHOWY WR ,$6 + OFRPH 7D[HV + FRPSUHKHQVLYH EDODQFH VKHHW PH

2Q 0D\ WKH ,$6% LVVXHG DPHQGPHQWY WR ,$6 ZKLFK LQFOXGHV D VR FC
PHWKRG RI DFFRXQWLQJ IRU LQFRPH WD[HV ZKLFK UHFRJQL]JHV ERWK WKH FX|1
HYHQWY DQG WKH IXWXUH WD[ FRQVHTXHQFHV Rl WKH IXWXUH UHFRYHU\ RU V
DVVHWV DQG OLDELOLWLHV 'LIIHUHQFHV EHWZHHQ WKH FDUU\LQJ DPRXQW DQ
IRUZDUG WD[ ORVVHV DQG FUHGLWY DUH UHFRJQL]JHG ZLWK OLPLWHG H[FHS\
DVVHWV ZLWK WKH ODWWHU DOVR EHLQJ VXEMHFW WR D SUREDEOH SURILW)\
UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXDU\

‘H DUH DVVHVVLQJ WKH LPSDFWV LI DQ\ RI VWDQGDUGY RU DPHQGPHQWYV ZK
FRQGHQVHG FRQVROLGDWHG LQWHULP ILQDQFLDO VWDWHPHQWYV
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'LVFORVXUH &RQWUROV DQG 3URFHGXUHYV

'LVFORVXUH FRQWUROV DQG SURFHGXUHYV ZHUH GHVLJQHG WR SURYLGH UHD'
UHODWLQJ WR 9HFLPD LV PDGH NQRZQ E\ XV WR RWKHUVY SDUWLFXODUO\ GXU
SUHSDUHG DQG LQIRUPDWLRQ UHTXLUHG WR EH GLVFORVHG E\ XV LQ RXU DQ
RU VXEPLWWHG E\ XV XQGHU VHFXULWLHY OHJLVODWLRQ LV UHFRUGHG SURF
SHULRGV VSHFLILHG LQ VHFXULWLHY OHJLVODWLRQ

2XU &KLHI ([HFXWLYH 2IILFHU &(2 DQG &KLHI )LQDQFLDO 2IILFHU &)2 KDY
GLVFORVXUH FRQWUROV DQG SURFHGXUHV DV GHILQHG XQGHU UXOHV DGRSE
DXWKRULWLHYVY %DVHG RQ WKDW HYDOXDWLRQ RXU &(2 DQG &)2 KDYH FRQI
SURFHGXUHV ZHUH HIIHFWLYH DV DW ODUFK

,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

,QWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ ,&)5 ZHUH GHVLJIJQHG W
UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI ILQDQFL
DFFRUGDQFH ZLWK ,)56 7KHUH DUH LQKHUHQW OLPLWDWLRQV WR WKH HIIHF
LQFOXGLQJ WKH SRVVLELOLW\ RI KXPDQ HUURU DQG WKH FLUFXPYHQWLRQ RL
LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRU\
$FFRUGLQJO\ HYHQ LI LQWHUQDO FRQWUROV DUH HIIHFWLYH WKH\ FDQ RQO\
FRQWUROV

2XU &(2 DQG &)2 KDYH HYDOXDWHG WKH HIIHFWLYHQHVV Rl WKH LQWHUQDO F
LQ DFFRUGDQFH ZLWK ,QWHUQDO &RQWURO ,QWHJUDWHG )UDPHZRUN
6SRQVRULQJ 2UJDQL]DWLRQV Rl WKH 7UHDGZD\ &RPPLVVLRQ &262 %DVHG R
KDYH GHWHUPLQHG WKDW WKH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUW
QR FKDQJH LQ WKH LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ WKDW
DQG HQGHG RQ ODUFK WKDW KDV PDWHULDOO\ DIIHFWHG RU LV UH
LQWHUQDO FRQWUROV RQ ILQDQFLDO UHSRUWLQJ

/[HIDO 3URFHHGLQJV

JURP WLPH WR WLPH ZH PD\ EH LQYROYHG LQ FHUWDLQ FODLPV DQG OLWLJI
FRQGXFW RI EXVLQHVYV ODQDJHPHQW DVVHVVHV VXFK FODLPV DQG LI FRQVLG]
DPRXQW RI WKH ORVV LV TXDQWLILDEOH D SURYLVLRQ IRU WKH ORVV LV PDG
PRVW OLNHO\ RXWFRPH :H GR QRW SURYLGH IRU FODLPV IRU ZKLFK WKH RXWF
DPRXQW RI WKH ORVV FDQQRW EH UHDVRQDEO\ HVYWLPDWHG $Q\ VHWWOHPHQ
IRU ZKHQ UHDVRQDEO\ GHWHUPLQDEOH

./ LW EHFRPHY SUREDEOH WKDW ZH ZLOO EH KHOG OLDEOH IRU FODLPV DJDLC
GXULQJ WKH SHULRG LQ ZKLFK WKH FKDQJH LQ SUREDELOLW\ RFFXUV ZKLFK FF
RI FRPSUHKHQVLYH LQFRPH RU FRQVROLGDWHG VWDWHPHQWY RI ILQDQFLDO S

SLVNV DQG 8QFHUWDLQWLHYV

2XU ILQDQFLDO SHUIRUPDQFH VKDUH SULFH EXVLQHVV SURVSHFWYV DQG ILQD
DQG XQFHUWDLQWLHY DQG DUH DIIHFWHG E\ YDULRXV IDFWRUV RXWVLGH WK
LQYHVWPHQW GHFLVLRQ UHJDUGLQJ 9HFLPD LQYHVWRUV VKRXOG FDUHIXOC
GHVFULEHG KHUHLQ LQFOXGLQJ WKH IDFWRUV RXWOLQHG XQGHU WKH KHDGL(
ULVN IDFWRUV VHW IRUWK LQ RXU $QQXDO ,QIRUPDWLRQ )RUP IRU RXU PRV
LQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ 7KHVH ULVNV DQG XQFHUWDLQWLHYV I
ULVNV DQG XQFHUWDLQWLHY QRW SUHVHQWO\ NQRZQ WR XV RU WKDW ZH F>
EXVLQHVYV I DQ\ RI WKHVH ULVNV RFFXUV RXU ILQDQFLDO SHUIRUPDQFH VK
FRQGLWLRQ FRXOG EH PDWHULDOO\ DGYHUVHO\ DIIHFWHG
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7TKLUG SDUW\ &RPSRQHQW 6XSSO0O\

'H PDLQWDLQ D JOREDO VRXUFLQJ VWUDWHJI\ DQG GHSHQG RQ WKLUG SD
VXEFRPSRQHQWYVY DQG UDZ PDWHULDOV XVHG LQ RXU SURGXFWV $V DQ H[DPS(
FRPSRQHQWYV LQFOXGLQJ VLOLFRQ FKLSV IRU ZKLFK UHOLDEOH KLJK YROXP
VRXUFHV DQG IRU ZKLFK ZH GR QRW KDYH JXDUDQWHHV Rl VXSSO\ $ FRPELQEC
WKH ODVWLQJ LPSDFW RI &29," UHODWHG FKDOOHQJHV KDV UHVXOWHG LQ
EHFRPLQJ FRQVWUDLQHG RQ D JOREDO EDVLV :KLOH ZH KDYH QRW H[SHULHQ
WKH SRWHQWLDO IRU VXFK FRPSRQHQWY WR EH LQ VKRUW VXSSO\ RU GHOD\HG
VKLSSLQJ GHOD\V DQG LQFUHDVHG FRVWV ZKLFK LQ WXUQ FRXOG DGYHUVFE
RSHUDWLRQYV

2XWVWDQGLQJ 6KDUH 'DWD

$V DW 0D\ ZH KDG FRPPRQ VKDUHV RXWVWDQGLQJ DV ZHOO DV V\
H[HUFLVDEOH IRU DQ DGGLWLRQDO FRPPRQ VKDUHV DQG SHUIRUPDQF
H[HUFLVDEOH IRU DQ DGGLWLRQDO FRPPRQ VKDUHV

2Q )HEUXDU\ 368V YHVWHG DQG ZHUH VHWWOHG YLD WKH LVVXDQFt!
IDLU YDOXH RI WKH YHVWHG 368V ZDV PLOOLRQ :H ZLWKKHOG FRPPR
PLOOLRQ WR VHWWOH ZLWKKROGLQJ WD[ REOLJDWLRQV RQ WKH LVVXDQFH RI
2Q 'HFHPEHU 368V YHVWHG DQG ZHUH VHWWOHG YLD WKH LVVX
HVWLPDWHG IDLU YDOXH RI WKH YHVWHG 368V ZDV PLOOLRQ :H ZLWKKHOG
RI PLOOLRQ WR VHWWOH ZLWKKROGLQJ WD[ REOLJDWLRQV RQ WKH LVVXDQ
2Q '"HFHPEHU ZH FORVHG WZR FRPPRQ VKDUH RIITHULQJV IRU WKH VDOH F
RI SHU VKDUH ZLWK WRWDO DJJUHJDWH JURVV SURFHHGV RI PLOOLRQ
WKH VKDUH RIIHULQJV DPRXQWHG WR PLOOLRQ

2Q 6HSWHPEHU 368V YHVWHG DQG ZHUH VHWWOHG YLD WKH LVVXDQ
IDLU YDOXH RI WKH YHVWHG 368V ZDV PLOOLRQ :H ZLWKKHOG FRPPR
PLOOLRQ WR VHWWOH ZLWKKROGLQJ WD[ REOLJDWLRQV RQ WKH LVVXDQFH RI
2Q -DQXDU\ ZH DQQRXQFHG RXU ILOLQJ RI D ILQDO VKRUW IRUP EDVH
FRPPLVVLRQV RU VLPLODU UHJXODWRU\ DXWKRULWLHV LQ HDFK Rl WKH SURY!|
VKHOI SURVSHFWXV ZLOO DOORZ XV WR RIIHU XS WR PLOOLRQ RI FRPPRQ V

GHEW VHFXULWLHYV DQG VKDUH SXUFKDVH FRQWUDFWYV |[URP WLPH WR WLPH |
&DQDGLDQ VHFXULWLHY UHIJXODWRU\ DXWKRULWLHY KDYH LVVXHG D UHFHLSW

2Q -XO0\ 368V YHVWHG DQG ZHUH VHWWOHG YLD WKH LVVXDQFH RI
YDOXH RI WKH YHVWHG 368V ZDV PLOOLRQ :H ZLWKKHOG FRPPRQ VKD
WR VHWWOH ZLWKKROGLQJ WD[ REOLIJDWLRQV RQ WKH LVVXDQFH RI WKH FRPP

O9HFLPD ZDV IRXQGHG E\ 'U 6XULQGHU .XPDU LQ 9RWLQJ FRQWURO RI 9HF
33ULQFLSDO 6KDUHKROGHU" ZKLFK LV EHQHILFLDOO\ RZQHG E\ 'U 6XULQGHU
DW ODUEFK WKH 3ULQFLSDO 6KDUHKROGHU FROOHFWLYHO\ RZQHG DSS
RXWVWDQGLQJ (DFK FRPPRQ VKDUH FDUULHV WKH ULJKW WR RQH YRWH :H K
(DFK FRPPRQ VKDUH FDUULHV WKH ULJKW WR RQH YRWH :H KDYH QR RWKHU F

$GGLWLRQDO ,QIRUPDWLRQ

JLQDQFLDO *RYHUQDQFH
2XU PDQDJHPHQW LV UHVSRQVLEOH IRU WKH SUHSDUDWLRQ DQG SUHVHQWDWL

QRWHYV WKHUHWR DQG WKH 0'$ $GGLWLRQDOO\ LW LV PDQDJHPHQWYV UHVS
ODZV DQG UHIJXODWLRQV DSSOLFDEOH WR RXU DFWLYLWLHV

2XU PDQDJHPHQW LV DFFRXQWDEOH WR WKH %RDUG HDFK PHPEHU RI ZKLFK L
WKH &RPSDQ\ 7KH %RDUG LV UHVSRQVLEOH IRU UHYLHZLQJ DQG DSSURYLQJ
WKH 0'$ DIWHU UHFHLYLQJ WKH UHFRPPHQGDWLRQ RI WKH $XGLW &RPPLWWH
Rl ZKRP DUH LQGHSHQGHQW
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(IWHUQDO DXGLWRUVY DUH DSSRLQWHG DQQXDOO\ E\ WKH VKDUHKROGHUV WR
ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DXG
FRPSOHWH DFFHVV WR WKH $XGLW &RPPLWWHH WR GLVFXVV DXGLW ILQDQFL
WKH DQQXDO bDXGLW DV ZHOO DV WR DVVLVW WKH PHPEHUV RI WKH $XGLW &R

JRUZDUG /RRNLQJ ,QIRUPDWLRQ

7KLV 0'$ FRQWDLQV IRUZDUG ORRNLQJ LQIRUPDWLRQ ZLWKLQ WKH PHD
JRUZDUG ORRNLQJ LQIRUPDWLRQ LV JHQHUDOO\ LGHQWLILDEOH E\ XVH RI W
DQWLFLSDWHYV LQWHQGYV FRXOG HVWLPDWHYV H[SHFWV IRUHFDVWYV
QHIJDWLYH RI VXFK H[SUHVVLRQV

JRUZDUG ORRNLQJ LQIRUPDWLRQ LQ WKLV 0' $ LQFOXGHV EXW LV QRW OLPLWF
SHUFHQWDJH RI WR ZH EHOLHYH WKDW RXU FXUUHQW ZRUNLQJ FDSLW
DQWLFLSDWHG FDVK IORZ IURP RSHUDWLRQV ZLOO EH VXIILFLHQW WR PHHW
H[SHQGLWXUH UHTXLUHPHQWY IRU WKH IRUHVHHDEOH IXWXUH DQG ZH DQWL|
FDQFHOOHG LQ 4 ILVEDO JRUZDUG ORRNLQJ LQIRUPDWLRQ DOVR LQFOXGE
DQG RXU 2XWORRN LQ WKLV 0' $

,Q FRQQHFWLRQ ZLWK WKH IRUZDUG ORRNLQJ LQIRUPDWLRQ FRQWDLQHG LQ Wt
UHJDUGLQJ DPRQJ RWKHU WKLQJV WKH VWUHQJWK RI RXU EDODQFH VKHHW
WHFKQRORJLHV EXVLQHVV RSHUDWLRQV DQG DVVHW KROGLQJV RXU DELOLW
FXVWRPHUV RXU DELOLW\ WR GHOLYHU SURGXFWV DVVRFLDWHG ZLWK NH\ FR
JURZWK VXFFHVVIXOO\ RXU DELOLW\ WR PHHW FXVWRPHUV UHTXLUHPHQWYV IF
QHZ SURGXFWVY DQG HQKDQFH RXU H[LVWLQJ SURGXFWV RXU DELOLW\ WR H[S
QHZ GLVWULEXWLRQ FKDQQHOV RXU DELOLW\ WR UHFUXLW DQG UHWDLQ PDQD
EXVLQHVV ZH DUH QRW UHTXLUHG WR FKDQJH RXU SULFLQJ PRGHOV WR FRPS}
FRQWUDFW PDQXIDFWXUHUV XSRQ ZKLFK ZH UHO\ FRQWLQXH WR PHHW RXU Qt
XSRQ ZH DUH QRW VXEMHFW WR ZDUUDQW\ RU SURGXFW OLDELOLW\ FODLPV \
LPSOHPHQW DFTXLVLWLRQV RXU DELOLW\ WR PDQDJH ULVNV DVVRFLDWHG
IOXFWXDWLRQV GR QRW DGYHUVHO\ DIIHFW XV JURZWK LQ RXU NH\ PDUNHWYV
FKDQJH QHZ SURGXFWV DQG VWDQGDUGY ZH DUH QRW VXEMHFW WR LQFUHD\
RXU EXVLQHVV ZH DUH QRW VXEMHFW WR FRPSHWLWLRQ IURP QHZ RU H[LV
EXVLQHVV ZH DUH QRW VXEMHFW WR DQ\ PDWHULDO QHZ JRYHUQPHQW UHJIX
DOOHJH WKDW ZH LQIULQJH RQ WKHLU LQWHOOHFWXDO SURSHUW\ :KLOH ZH FI
DVVXPSWLRQV DUH LQKHUHQWO\ VXEMHFW WR VLJQLILFDQW XQFHUWDLQWLHYV

7KHUH DUH NQRZQ DQG XQNQRZQ ULVN IDFWRUV ZKLFK FRXOG FDXVH RXU DFV
WR EH PDWHULDOO\ GLIIHUHQW IURP DQ\ IXWXUH UHVXOWV SHUIRUPDQFH R
IRUZDUG ORRNLQJ LQIRUPDWLRQ FRQWDLQHG LQ WKLV 0'$ .QRZQ ULVN IDFWF
ILQDQFLDO SRVLWLRQ DV ZHOO DV WKH YDOXH RI RXU FRUH WHFKQRORJLHV

VLIJQLILFDQWO\ ZHDNHU WKDQ ZH FXUUHQWO\ HVWLPDWH RXU RSHUDWLQJ U
VXEVWDQWLDO SDUW RI RXU UHYHQXH IURP D IHZ ODUJH FXVWRPHUV D VPDO
RI FRPPRQ VKDUHV E\ RXU FRQWUROOLQJ VKDUHKROGHUV FRXOG FDXVH WKH
VKDUH SULFH GLOXWLRQ IURP WKH H[HUFLVH RI VWRFN RSWLRQV RU VHWW/¢
FRPPRQ VKDUHV RXU VKDUH SULFH VKDOO IOXFWXDWH ZH PD\ EH XQDEOH

FRQWUDFWYV IDLOXUH WR PDQDJH RXU EXVLQHVV RU JURZWK VXFFHVVIXOO\ PI
FDQQRW PHHW RXU FXVWRPHUV UHTXLUHPHQWYV IRU PDQXIDFWXULQJ FDSDFLYV
RXU DELOLW\ WR GHYHORS QHZ SURGXFWV DQG HQKDQFH RXU H[LVWLQJ SUR
SURGXFWV WR DGG IHDWXUHV DOORZLQJ GHSOR\PHQWV WR FDEOH ,379 DQG ,
YLGHR GHOLYHU\ WKH IDLOXUH WR H[HFXWH RQ WKLV WUDQVLWLRQ RU H[H
EXVLQHVV LI FRQWHQW SURYLGHUV VXFK DV PRYLH VWXGLRV OLPLW WKH V
FRQWHQW GHOLYHU\ PDUNHW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UF
EHFDXVH WKH SRWHQWLDO PDUNHW IRU RXU SURGXFWYV ZRXOG EH PRUH OLPLW
RQ WKH H[SDQVLRQ RI RXU FXUUHQW GLVWULEXWLRQ FKDQQHOV DQG WKH G
EXGJHWLQJ F\FOHV RI ODUJHU FDEOH RSHUDWRUV FDQ DOVR UHVXOW LQ TX
JHQHUDOO\ ODUJH LQ YROXPH ZKLOH DYDLODELOLW\ RI SDUWV DQG SURGXFV
GHOLYHULHV RXU RSHUDWLRQV GHSHQG RQ LQIRUPDWLRQ WHFKQRORJ\ V\VWH
DV GHVLUHG RXU DELOLW\ WR UHFUXLW DQG UHWDLQ PDQDJHPHQW DQG RWKH
ZH DUH UHTXLUHG WR FKDQJH RXU SULFLQJ PRGHOV WR FRPSHWH VXFFHVVIXO
DGYHUVHO\ DIIHFWHG RXU UHOLDQFH RQ WKLUG SDUW\ VXSSOLHUV DQG FRQW
SHUIRUPDQFH LI RXU LQWHOOHFWXDO SURSHUW\ LV QRW DGHTXDWHO\ SURWH
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XWLOL]JH RSHQ VRXUFH VRIWZDUH ZKLFK FRXOG HQDEOH RXU FRPSHWLWRUV W
LW ZLWKRXW SD\LQJ XV DQ\ OLFHQVH IHHV ZH KDYH VRIWZDUH OLFHQVH DJUF
FRPELQHG ZLWK VRIWZDUH SURYLGHG E\ VSHFLILF NH\ LQWHJUDWHG FLUFXLW
SURYLGHG E\ WKRVH YHQGRU V IDLOXUH WR PDLQWDLQ WKHVH DJUHHPHQWYV |
WHUPV FRXOG OLPLW RXU DELOLW\ WR PDUNHW FHUWDLQ SURGXFWYV DQG DII
OLDELOLW\ FODLPVY FRXOG KDUP RXU EXVLQHVY DFTXLVLWLRQV FRXOG GLYHU!
PD\ QHJDWLYHO\ DIIHFW RXU RSHUDWLQJ UHVXOWY DQG FRXOG FDXVH VLJQLI
DVVRFLDWHG ZLWK RXU LQWHUQDWLRQDO RSHUDWLRQV LPSDFWV WR WUDGH
PD\ DGYHUVHO\ DIIHFW 9HFLPDfV SURILWDELOLW\ FXUUHQF\ IOXFWXDWLRQV P
RQ GHEW VHFXULWLHY PD\ DGYHUVHO\ DIITHFW XV JURZWK LQ RXU NH\ PDUNH\
WHFKQRORJLFDO FKDQJH QHZ SURGXFWYVY DQG VWDQGDUGY FRXOG KDUP RXU
DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV FRPSHWLWLRQ IURP QHZ RU H[LVWL
EXVLQHVYV WKH FDEOH DQG WHOHFRPPXQLFDWLRQV LQGXVWULHYVY DUH H[SHU
GHOD\V RU UHGXFWLRQV LQ SXUFKDVHV RI SURGXFWV DQG VHUYLFHV ZKLFKk
O9HFLPDTV EXVLQHVV JRYHUQPHQW UHJXODWLRQ RI RXU SURGXFWV DQG QH:
EXVLQHVYV WKLUG SDUWLHYV PD\ DOOHJH WKDW ZH LQIULQJH RQ WKHLU LQWH
SULYDWH LQIRUPDWLRQ VXSSOLHG WR RXU FXVWRPHUV LV PLVXVHG DQG HSLC
EHFDXVH RI FRQWLQXHG ORQJ OHDG WLPHV ZH PXVW VRPHWLPHYV SXUFKDVH
FXVWRPHU RUGHUY EDVHG RQ IRUHFDVWHG GHPDQG DQG PD\ LQFXU DGGLWLRC
LI FXVWRPHU RUGHUV DUH ORZHU WKDQ IRUHFDVWHG :H PD\ DOVR LQFXU D
LOYHQWRU\ LI FXVWRPHUVY HOHFW WR FDQFHO RUGHUV IRU LQYHQWRU\ ZH KI
FDQQRW FDQFHO RU UHWXUQ RU XVH WR IXOILOO DQRWKHU FXVWRPHU RUGH
XQFHUWDLQWLHY IDFLQJ XV LV GLVFORVHG XQGHU WKH KHDGLQJ 5LVNV DQG
5LVN )DFWRUV LQ RXU $QQXDO ,QIRUPDWLRQ )RUP IRU RXU PRVW UHFHQWO
FROQWLQXRXV GLVFORVXUH ILOLQJV ZLWK &DQDGLDQ VHFXULWLHV UHJXODWR
IRUZDUG ORRNLQJ LQIRUPDWLRQ LQ WKLV 0' $ LV TXDOLILHG LQ LWV HQWLUHYV
DQ\ REOLJDWLRQ WR UHYLVH RU XSGDWH VXFK IRUZDUG ORRNLQJ LQIRUPI
GHYHORSPHQWY H[FHSW DV UHTXLUHG E\ ODZ
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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a
review of the interim financial statements, they must be accompanied by a notice indicating that
the financial statements have not been reviewed by an auditor.

The accompanying interim condensed consolidated financial statements of Vecima Networks Inc.
(the “Company”) have been prepared by and are the responsibility of the Company’s
management.

The Company’s independent auditor has not performed a review of these financial statements in
accordance with the standards established by the Chartered Professional Accountants of Canada
for a review of the interim condensed consolidated financial statements by an entity’s auditor.
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VECIMA NETWORKS INC.

Interim Condensed Consolidated Statements of Financial Position

(unaudited - in thousands of Canadian dollars)

March 31, June 30,

As at Note 2023 2022
Assets

Current assets

Cash and cash equivalents $ 3919 § 12,902
Accounts receivable 3 68,393 49,655
Income tax receivable 162 693
Inventories 4 92,960 49,608
Prepaid expenses and other current assets 5 17,002 7,302
Contract assets 1,392 1,335
Total current assets 183,828 121,495
Non-current assets

Property, plant and equipment 6 16,424 16,483
Right-of-use assets 2,416 2,626
Goodwill 15,254 14,813
Intangible assets 7 82,757 75,917
Other long-term assets 1,217 1,440
Investment tax credits 24,697 23,041
Deferred tax assets 3,897 6,793
Total assets $ 330,490 $ 262,608
Liabilities and shareholders’ equity

Current liabilities

Revolving line of credit 8 $ 16,264 $ -
Accounts payable and accrued liabilities 53,032 48,172
Provisions 801 659
Income tax payable 2,011 182
Deferred revenue 18,074 12,129
Current portion of long-term debt 9 2,563 1,782
Total current liabilities 92,745 62,924
Non-current liabilities

Provisions 434 366
Deferred revenue 7,230 4,465
Deferred tax liability 6 6
Long-term debt 9 14,314 15,115
Total liabilities 114,729 82,876
Shareholders’ equity

Share capital 10 23,896 7,935
Reserves 3,198 3,141
Retained earnings 187,152 168,923
Accumulated other comprehensive income (loss) 1,515 (267)
Total shareholders’ equity 215,761 179,732
Total liabilities and shareholders’ equity $ 330,490 $ 262,608

Contractual obligation — Note 19; Subsequent events — Note 21

The accompanying notes are an integral part of these consolidated financial statements.
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VECIMA NETWORKS INC.

Interim Condensed Consolidated Statements of Comprehensive Income
(unaudited - in thousands of Canadian dollars, except per share amounts)

Three months Nine months

Periods ended March 31, Note 2023 2022 2023 2022
Sales 11,15 § 78,256 $ 50,872 $ 227915 $ 126,854
Cost of sales 44,183 26,914 124,056 65,374
Gross profit 34,073 23,958 103,859 61,480
Operating expenses

Research and development 12,053 8,796 33,099 25,156
Sales and marketing 6,929 4,682 19,852 13,337
General and administrative 8,389 6,083 21,505 16,267
Share-based compensation 12 289 64 1,202 817
Other expense 13 275 215 318 234
Total operating expenses 27,935 19,840 75,976 55,811
Operating income 6,138 4,118 27,883 5,669
Finance expense (738) (82) (1,493) (170)
Foreign exchange gain (loss) 198 (541) 1,362 455
Income before income taxes 5,598 3,495 27,752 5,954
Income tax expense 1,147 505 5,650 749
Net income $ 4,451 $ 2,990 $ 22,102 $ 5,205
Other comprehensive income (loss)

Item that may be subsequently reclassed to net income

Exchange differences on translating foreign operations $ (105) $ (750) $ 1,782 $ 57
Comprehensive income $ 4,346 $ 2,240 $ 23,884 $ 5,262
Net income per share

Basic 14 $ 018 $ 0.13 $ 094 $ 0.23
Diluted 14 $ 018 § 0.13 $ 0.94 $ 0.23
Weighted average number of common shares

Shares outstanding — basic 14 24,201,616 23,080,725 23,545,483 23,070,328
Shares outstanding — diluted 14 24,226,939 23,116,959 23,573,305 23,107,218

The accompanying notes are an integral part of these consolidated financial statements.

Vecima Networks Inc. 2023 Third Quarter Results Page 27



VECIMA NETWORKS INC.

Interim Condensed Consolidated Statements of Changes in Equity
(unaudited - in thousands of Canadian dollars)

Accumulated

other
Share Retained comprehensive

Note capital Reserves earnings (loss) income Total
Balance as at June 30, 2021 $ 7,299 $ 3,407 $ 165,312 $ (1,098) $ 174,920
Net income - - 5,205 - 5,205
Other comprehensive income - - - 57 57
Dividends - - (3,808) - (3,808)
Shares issued by exercising options 563 (137) - - 426
PSUs settled in common shares 976 (976) - - -
Withholding taxes on PSUs (1,073) - - - (1,073)
Share-based payment expense 12 - 817 - - 817
Balance as at March 31, 2022 $ 7,765 $ 3111 $ 166,709 $ (1,041) $ 176,544
Balance as at June 30, 2022 $ 7,935 $ 3,141 § 168,923 $ (267) $ 179,732
Net income - - 22,102 - 22,102
Other comprehensive income - - - 1,782 1,782
Dividends - - (3,873) - (3,873)
Common share issuance 10 15,926 - - - 15,926
Shares issued by exercising options 10 502 (106) - - 396
PSUs settled in common shares 10 1,039 (1,039) - - -
Withholding taxes on PSUs 10 (1,506) - - - (1,506)
Share-based payment expense 12 - 1,202 - - 1,202
Balance as at March 31, 2023 $ 23,896 $ 3,198 $ 187,152 $ 1,515 $ 215,761

The accompanying notes are an integral part of these consolidated financial statements.
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VECIMA NETWORKS INC.

Interim Condensed Consolidated Statements of Cash Flows
(unaudited - in thousands of Canadian dollars)

Three months Nine months
Periods ended March 31, Note 2023 2022 2023 2022
OPERATING ACTIVITIES
Net income $ 4451 § 2,990 $ 22,102 $ 5,205
Adjustments for non-cash items:
Loss on sale of property, plant and equipment 13 13 174 40 192
Depreciation and amortization 18 5,060 4,303 14,226 12,763
Share-based compensation 12 289 64 1,202 817
Income tax expense 53 497 2,701 978
Deferred income tax expense (recovery) 1,094 8 2,949 (229)
Interest expense 740 89 1,509 185
Interest income (5) - 17) (8)
Net change in working capital 18 (6,980) (11,349 (57,981) (25,059)
Decrease (Increase) in other long-term assets 123 3 269 (80)
Decrease in provisions (121) (124) (181) (780)
Increase in investment tax credits (25) (46) (97) (106)
Income tax received - - - 164
Income tax paid (152) (248) (928) (827)
Interest received 3 - 18 10
Interest paid (707) (55) (1,406) (74)
Cash provided by discontinued operations - (190) - (190)
Cash provided by (used in) operating activities 3,836 (3,884) (15,594) (7,039)
INVESTING ACTIVITIES
Capital expenditures, net 18 (1,060) (1,584) (2,311) (4,540)
Deferred development costs 7 (6,387) (5,129) (17,194) (12,894)
Cash used in investing activities (7,447) (6,713) (19,505) (17,434)
FINANCING ACTIVITIES
Principal repayments of lease liabilities 9 (489) (421) (1,311) (1,208)
Repayment of short and long-term debt 9 (281) (63) (448) (188)
Proceeds from long-term debt 9 - 12,191 - 12,191
Proceeds from short-term debt 9 585 - 585 -
Dividends paid (1,331) (1,270) (3,873) (3,808)
Proceeds from common share issuance 10 - - 15,926 -
Issuance of shares through exercised options 10 453 97 502 426
Withholding taxes on PSUs 10 (53) - (1,506) (1,073)
Cash provided by (used in) financing activities (1,116) 10,534 9,875 6,340
Net decrease in cash and cash equivalents (4,727) (63) (25,224) (18,133)
Effect of change in exchange rates on cash 506 350 (23) (148)
Cash and cash equivalents, beginning of period (8,124) 10,341 12,902 28,909
Cash and cash equivalents, end of period (" $ (12,345) $ 10,628 $ (12,345) $ 10,628

(™ Cash and cash equivalents is net of the revolving line of credit balance reflected in the Company’s Consolidated Statements of Financial Position.
The accompanying notes are an integral part of these consolidated financial statements.
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VECIMA NETWORKS INC.
Notes to the Interim Condensed Consolidated Financial Statements

Three and nine months ended March 31, 2023 and 2022
(in thousands of Canadian dollars except as otherwise noted)

Table of Contents

O NS arODN-=

NN = 2 a2 A a Qa0
- O OW 00 N O O A WODN -~ O

NATURE OF THE BUSINESS .........c..cooiii ettt 31
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ..........c.coooiiicceeeee e, 31
ACCOUNTS RECEIVABLE ............ocooiiie e 32
INVENTORIES ... s 32
PREPAID EXPENSES AND OTHER CURRENT ASSETS ...........cccoiiiiiiiccceccee 33
PROPERTY, PLANT AND EQUIPMENT .........ccoooiiii e 33
INTANGIBLE ASSETS ...ttt 34
REVOLVING LINE OF CREDIT ......coooiiiiiieee ettt 34
LONG-TERM DEBT ...ttt et 34
v SHARE CAPITAL ...ttt ettt 36
. REVENUE FROM CONTRACTS WITH CUSTOMERS..............cccooiiiiiiiiiiceccce 36
. SHARE-BASED COMPENSATION .......ccoooii e 37
« OTHER EXPENSE ... e 38
. NETINCOME PER SHARE ..........coo ottt 38
. SEGMENTED FINANCIAL INFORMATION.........ccoiiiieereeereeee et 39
. FAIR VALUE HIERARGCHY ..ottt ettt 41
. FINANCIAL INSTRUMENTS ........coiiieeee et 41
. SUPPLEMENTAL INFORMATION .......ccocoiiiiiiii e 42
. CONTRACTUAL OBLIGATION ........oiiiiiiece e 43
. RELATED PARTY TRANSACTIONS ... e 43
. SUBSEQUENT EVENTS ... 43

Vecima Networks Inc. 2023 Third Quarter Results Page 30



VECIMA NETWORKS INC.
Notes to the Interim Condensed Consolidated Financial Statements

Three and nine months ended March 31, 2023 and 2022
(in thousands of Canadian dollars except as otherwise noted)

1.

NATURE OF THE BUSINESS

Vecima Networks Inc. ("Vecima" or the "Company") is a company continued under the Canadian
Business Corporations Act ("CBCA") and commenced operations in 1988. The Company's registered
office is located at 771 Vanalman Avenue, Victoria, B.C., V8Z 3B8. The Company's common shares
are traded on the Toronto Stock Exchange under the trading symbol "VCM".

The Company's Video and Broadband Solutions business designs, manufactures and sells products
for the cable industry that allow service providers a cost-effective "last mile" solution for both video and
broadband access, especially in the business services market segment. The Company’s Content
Delivery and Storage business includes solutions and software for industries and customers that focus
on storing, protecting, transforming, and delivering high-value media assets. The Company's
Telematics business provides fleet managers key information and analytics they require to optimally
manage their business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These interim condensed consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting
Standards Board (“IASB”) under International Accounting Standard 34 — Interim Financial
Reporting (IAS 34). These interim condensed consolidated financial statements do not include all
the information required for a complete set of annual financial statements and should be read in
conjunction with the consolidated financials statements of the Company for the year ended June
30, 2022.

(b) Basis of presentation

These interim condensed consolidated financial statements have been prepared using the same
basis of presentation, accounting policies and methods of computation as outlined in Note 2,
Summary of Significant Accounting Policies in our consolidated financial statements for the year
ended June 30, 2022, except as noted below.

The interim condensed consolidated financial statements of the Company were approved by the
Board of Directors and authorized for issue on May 9, 2023.

(c) Adoption of new accounting standards and amendments to accounting standards

The following amended standards and interpretations issued by the IASB were adopted in the first
quarter of fiscal 2023:

Amendments to IAS 16 — Property, plant and equipment — proceeds before intended use

On May 14, 2020, the IASB issued amendments to IAS 16, which prohibits deducting from the cost
of an item of property, plant and equipment, any proceeds from selling items produced while
bringing that asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognizes the proceeds from selling such
items, and the cost of producing those items, in profit or loss. The adoption of this standard did not
have a material impact on the Company’s consolidated financial statements.

Amendments to IAS 37 — Provisions (IAS 37)

On May 14, 2020 the IASB issued Onerous Contracts — Cost of Fulfilling a Contract (Amendments
to IAS 37), amending the standard regarding costs a company should include as the cost of fulfilling
a contract when assessing whether a contract is onerous. The adoption of this standard did not
have a material impact on the Company’s consolidated financial statements.

Vecima Networks Inc. 2023 Third Quarter Results Page 31



VECIMA NETWORKS INC.
Notes to the Interim Condensed Consolidated Financial Statements

Three and nine months ended March 31, 2023 and 2022
(in thousands of Canadian dollars except as otherwise noted)

(d) Accounting standards issued but not yet applied

The following new or amended standards and interpretations issued by the IASB are effective after
the Company’s March 31, 2023 quarter-end date and have not yet been adopted by the Company:

Amendments to IAS 1 — Presentation of financial statements (I1AS 1)

On January 23, 2020, the IASB issued amendments to IAS 1 in respect of the classification of
liabilities as current or non-current. The amendments aim to promote consistency in applying the
requirements by helping entities determine whether, in the statement of financial position, debt and
other liabilities with an uncertain settlement date should be classified as current (due or potentially
due to be settled within one year) or non-current. The amendments become effective for annual
reporting periods beginning on or after January 1, 2023.

Amendments to IAS 12 — Income Taxes — comprehensive balance sheet method

On May 7, 2021 the IASB issued amendments to IAS 12 which includes a so-called 'comprehensive
balance sheet method' of accounting for income taxes which recognizes both the current tax
consequences of transactions and events and the future tax consequences of the future recovery
or settlement of the carrying amount of an entity's assets and liabilities. Differences between the
carrying amount and tax base of assets and liabilities, and carried forward tax losses and credits,
are recognized, with limited exceptions, as deferred tax liabilities or deferred tax assets, with the
latter also being subject to a 'probable profits' test. This standard becomes effective for annual
reporting periods beginning on or after January 1, 2023.

We are assessing the impacts, if any, that the above standards or amendments, which are not yet
effective, will have on our condensed consolidated interim financial statements.

ACCOUNTS RECEIVABLE

March 31, June 30,

2023 2022

Trade receivables $ 66,460 $ 48,049
Less: allowance for doubtful accounts (5) (4)
Total trade receivables 66,455 48,045
Goods and services tax 798 654
Foreign exchange contracts 566 -
Government grants receivable 185 793
Other receivables 389 163
Total accounts receivable $ 68,393 $ 49,655

All trade receivables are short-term. The net carrying value of trade receivables is considered a

reasonable approximation of fair value due to the short-term nature of the receivables.

INVENTORIES

March 31, June 30,

2023 2022

Raw materials $ 44,069 $ 22,145
Work-in-progress 4,528 2,402
Finished goods 44,363 25,061
Total inventory $ 92,960 $ 49,608
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VECIMA NETWORKS INC.

Notes to the Interim Condensed Consolidated Financial Statements
Three and nine months ended March 31, 2023 and 2022
(in thousands of Canadian dollars except as otherwise noted)

5. PREPAID EXPENSES AND OTHER CURRENT ASSETS

March 31, June 30,
2023 2022
Payments for contract manufacturer inventory purchases and expedite fees $ 11,129 $ 3,768
Software licenses 2,048 1,441
Other 3,825 2,093
Total prepaid expenses and other current assets $ 17,002 $ 7,302
6. PROPERTY, PLANT AND EQUIPMENT
Land Lab, operating
improvements & production Other
Land & building equipment equipment Total
At cost
At July 1, 2022 $ 321 $ 10,092 $ 25259 § 13,480 $ 49,152
Additions - 65 1,620 580 2,265
Disposals - - (249) (11) (260)
Effect of foreign exchange - 45 438 51 534
At March 31, 2023 $ 321 $ 10,202 $ 27,068 $ 14,100 $ 51,691
Accumulated depreciation and amortization
At July 1, 2022 $ - $ 3,463 $ 17,681 § 11,525 § 32,669
Depreciation - 262 1,699 566 2,527
Disposals - - (191) (10) (201)
Effect of foreign exchange - 30 211 31 272
At March 31, 2023 $ - $ 3,755 $ 19,400 $ 12112 $ 35,267
Net book value
At June 30, 2022 $ 321 $ 6,629 $ 7,578 $ 1,955 $ 16,483
At March 31, 2023 $ 321 $ 6,447 $ 7,668 $ 1,988 $ 16,424
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VECIMA NETWORKS INC.
Notes to the Interim Condensed Consolidated Financial Statements

Three and nine months ended March 31, 2023 and 2022
(in thousands of Canadian dollars except as otherwise noted)

7.

INTANGIBLE ASSETS

Indefinite-

life
intangible
assets Finite-life intangible assets
Spectrum Deferred
and other Customer Intellectual development
licenses contracts Patents property costs Total

At cost
At July 1, 2022 $ 104 % 20,179 $ 945 $ 10,910 $ 77439 $ 109,577
Additions - - 46 - 17,194 17,240
Investment tax credits - - - - (787) (787)
Effect of foreign exchange 3 778 21 355 904 2,061
At March 31, 2023 $ 107 $ 20,957 $ 1,012 $ 11,265 § 94,750 $ 128,091
Accumulated amortization
At July 1, 2022 $ - $ 10,578 $ 536 $ 6,582 $ 15,964 $ 33,660
Amortization - 1,471 90 891 8,282 10,734
Effect of foreign exchange - 392 9 227 312 940
At March 31, 2023 $ - $ 12,441 $ 635 $ 7,700 $ 24,558 $ 45,334
Net book value
At June 30, 2022 $ 104 $ 9,601 $ 409 $ 4328 $ 61,475 $ 75,917
At March 31, 2023 $ 107 $ 8,516 $ 377  $ 3,565 $ 70,192 $ 82,757

REVOLVING LINE OF CREDIT

During the third quarter of fiscal 2023, the Company’s access to its revolving loan facility was $55.0
million (June 30, 2022 - $25.0 million), of which $16.3 million (June 30, 2022 - $nil) was drawn as a
revolving line of credit and $16.3 million was utilized for letters of credit. The company’s revolving line
of credit bears interest at Prime of 6.7% plus 0.5% (June 30, 2022 — Prime of 3.70% plus 0.5%) and
is repayable on demand.

LONG-TERM DEBT

March 31, June 30,
2023 2022
Term credit facility $ 1,151 $ 1,405
Term loan facility 12,200 12,200
Insurance financing loan 585 -
Lease liabilities 2,941 3,292
$ 16,877 $ 16,897

Comprised of:
Current portion of term facilities and lease liabilities $ 2,563 $ 1,782
Long-term portion of term facilities and lease liabilities 14,314 15,115
$ 16,877 $ 16,897

Term credit facility

The term credit facility is with a Canadian chartered bank. As at March 31, 2023, the facility is repayable
in monthly installments of $21 principal and interest at Prime of 6.7% (June 30, 2022 - $21, and 3.70%,
respectively), expires in October 2023 and is collateralized by a general security agreement. The
Company has an authorized loan amount of $3,792 and annually renews this facility with the bank.
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VECIMA NETWORKS INC.
Notes to the Interim Condensed Consolidated Financial Statements

Three and nine months ended March 31, 2023 and 2022
(in thousands of Canadian dollars except as otherwise noted)

Term loan facility

The Company obtained a term loan facility with a Canadian chartered bank in the third quarter of fiscal
2022. The term facility requires accrued interest payments only and has no set principal repayments.
It carries an interest rate at Prime of 6.7% (June 30, 2022 - 3.70%), expires in October 2023 and is
collateralized by a general security agreement. The Company has an authorized loan amount of
$12,200 and annually renews this facility with the bank.

Insurance financing loan

The Company obtained a short-term loan with its insurance provider to finance its insurance
requirements. The financing carries an interest rate of 3.6% and is repayable in 11 monthly installments
of $63.

The term credit, loan facilities and insurance financing are recorded at amortized cost. The Company’s
term credit and loan facilities are at an interest rate that floats based on Prime and the carrying value
of the principal is considered to be fair value. The insurance financing loan is short-term in nature and
approximates fair value.

Assuming that the existing payment terms are the same at the renewal date, the following are the
future principal repayments for the term credit, loan facilities and insurance financing loan as at March
31, 2023:

2023 $ 1,016
2024 250
2025 250
2026 250
2027 250
Thereafter 11,920

$ 13,936

Lease liabilities
The following is a reconciliation of the Company’s lease liabilities as at March 31, 2023:

At July 1, 2022 $ 3,292
Net additions during the period 744
Interest on lease liabilities 103
Principal repayments of lease liabilities (1,311)
Effect of foreign exchange 113
At March 31, 2023 2,941
Less: current portion 1,547
Long-term portion $ 1,394

The contractual lease payments related to the lease liabilities are as follows:

March 31, June 30,

2023 2022

Within one year $ 1,645 $ 1,515
After one year but not more than five years 1,166 1,594
More than five years 295 469
Total contractual lease payments $ 3,106 $ 3,578
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10. SHARE CAPITAL

1.

Changes in the number of shares and carrying value of the Company’s share capital for the nine
months ended March 31, 2023 are as follows:

Number of Carrying

Note shares value

Balance, July 1, 2022 23,101,002 $ 7,935
Common shares issued 957,880 15,926
Shares issued by exercising options 12 41,375 502
Performance Share Units settled in common shares 12 201,180 1,039
Shares withheld for taxes to settle performance share units 12 (75,846) (1,506)
Balance, March 31, 2023 24,225,591 $ 23,896

On December 14, 2022, the Company closed two common share offerings for the sale of 957,880
common shares at a price of $17.75 per share with total aggregate gross proceeds of $17,002. Share
issuance costs in connection with this share offering amounted to $1,076. The Company used the net
proceeds of the offerings for the repayment of a portion of the revolving loan of credit which supports
its working capital requirements.

REVENUE FROM CONTRACTS WITH CUSTOMERS
Disaggregated revenue

In the following table, gross revenue from contracts with customers is disaggregated by reporting
segment and type. Refer to Note 15 for additional segmented financial information.

Video and Content
Broadband Delivery and

Solutions Storage Telematics Total
For the three months ended March 31, 2023
Product sales $ 60,759 $ 6,165 $ 322 $ 67,246
Provision of services 4,068 5,613 1,329 11,010
Total sales $ 64,827 $ 11,778 $ 1,651 $ 78,256
For the three months ended March 31, 2022
Product sales $ 34,039 $ 8,242 $ 155 $ 42,436
Provision of services 2,943 4,276 1,217 8,436
Total sales $ 36,982 $ 12,518 $ 1,372 $ 50,872

Video and Content

Broadband Delivery and

Solutions Storage Telematics Total
For the nine months ended March 31, 2023
Product sales $ 176,660 $ 19,828 $ 768 $ 197,256
Provision of services 11,435 15,366 3,858 30,659
Total sales $ 188,095 $ 35,194 $ 4,626 $ 227,915
For the nine months ended March 31, 2022
Product sales $ 80,988 $ 21,766 $ 460 $ 103,214
Provision of services 7,504 12,482 3,654 23,640
Total sales $ 88,492 $ 34,248 $ 4,114 $ 126,854
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12. SHARE-BASED COMPENSATION

The following table summarizes the share-based compensation expense included in the consolidated

statements of comprehensive income (loss):

Three months Nine months
Periods ended March 31, 2023 2022 2023 2022
Stock options $ 4 $ 5 $ 10 $ 21
Performance share units 285 59 1,192 796
Total share-based compensation $ 289 $ 64 $ 1,202 $ 817

Stock options

For all stock options granted, the Company determined compensation expense based on the
estimated fair values at the grant date of the stock options using the Black-Scholes option-pricing
model. The estimated fair value of the stock options is amortized to share-based compensation over

the vesting period of the options.

Changes in the stock option plan for the nine months ending March 31, 2023 are as follows:

Weighted

average

Number of exercise price

(in number of units, except prices) Options per option
Outstanding, July 1, 2022 71,687 $ 10.15
Granted 13,000 18.94
Exercised (41,375) 9.57
Cancelled (6,000) 13.10
Outstanding, March 31, 2023 37,312 $ 13.39
Vested and exercisable, March 31, 2023 20,750 $ 10.08

Performance share units (“PSUs”)

The Company’s PSU plan sets the maximum number of PSUs that can be issued at 6% of the
outstanding common shares of the Company. No further approval by the shareholders of the Company

is required for any unallocated PSUs.

During the three and nine months ended March 31, 2023, the Company issued 78,500 and 373,600
PSUs, respectively, to eligible persons under the PSU plan (March 31, 2022 - nil and nil PSUs,
respectively). These PSUs have five-year terms, and vest in three tranches upon the achievement of
certain closing market trading prices of the Company’s common shares for a period of twenty
consecutive business days. During the three and nine months ended March 31, 2023, 7,956 and
201,180 PSUs vested, respectively (March 31, 2022 - nil and 187,487 PSUs, respectively), which had
a fair value of $25 and $1,039, respectively (March 31, 2022 - $nil and $976, respectively). Each vested
PSU is settled for one common share of the Company. During the three and nine months ended March

31, 2023, the Company withheld 2,405 and 75,846 common shares, respectively (March 31, 2022 -

nil

and 63,478 common shares, respectively), at an aggregate market value of $53 and $1,506,
respectively (March 31, 2022 - $nil and $1,073, respectively), to settle withholding tax obligations on
the issuance of the common share awards. This was accounted for as a reduction to equity. These
PSUs have five year terms, and vest in three tranches upon the achievement of certain closing market

trading prices of the Company’s common shares for a period of twenty consecutive business days.
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A summary of PSU activity during the nine months ended March 31, 2023 is as follows:

13.

14.

Number of

PSUs

PSUs outstanding as at July 1, 2022 210,283
Granted 373,600
Cancelled (8,250)
Settled (201,180)
PSUs outstanding as at March 31, 2023 374,453

The fair value of the PSUs were determined using a Monte Carlo simulation. On grant, the Company
estimated the achievement dates of each performance condition, and the cost of the PSUs is expensed
on a straight-line basis over the period from the grant date to the expected market condition
achievement date. The Company estimated forfeitures of PSUs at 10% on grant, and adjusts the
amount recognized in expense upon vesting.

OTHER EXPENSE

Three months Nine months
Periods ended December 31, 2023 2022 2023 2022
Loss on sale of property, plant and equipment $ 13 $ 174 $ 40 $ 192
Contract cancellation fee 260 - 260 -
Other 2 41 18 42
Total other expense $ 275 $ 215 $ 318 $ 234
NET INCOME PER SHARE

The following table sets forth the calculation of basic and diluted net income per share:

Three months Nine months
Periods ended December 31, 2023 2022 2023 2022
Net income: basic and diluted $ 4,451 $ 2,990 $ 22,102 $ 5,205
Weighed average number of shares outstanding:
Basic 24,201,616 23,080,725 23,545,483 23,070,328
Dilution adjustment for stock options 25,323 36,234 27,822 36,890
Diluted 24,226,939 23,116,959 23,573,305 23,107,218
Net income per share: basic $ 0.18 $ 0.13 $ 0.94 $ 0.23
Net income per share: diluted $ 0.18 $ 0.13 $ 0.94 $ 0.23

Stock options could potentially dilute basic net income per share in the future. Dilutive stock options
are calculated using the treasury stock method. For the three months ended March 31, 2023, there
were 55,611 weighted average dilutive stock options outstanding (March 31, 2022 - 85,312) which
resulted in a dilution of adjustment of 25,323 (March 31, 2022 - 36,234); with the remaining 2,556
outstanding options (March 31, 2022 - 5,000) being anti-dilutive. For the nine months ended March 31,
2023, there were 67,300 weighted average dilutive stock options outstanding (March 31, 2022 -
85,312) which resulted in a dilution of adjustment of 27,822 (March 31, 2022 - 36,890), with the
remaining 5,869 weighted average outstanding options (March 31, 2022 - 5,000) being anti-dilutive.
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15. SEGMENTED FINANCIAL INFORMATION

The Company’s operations are organized into business units based on how the business is managed
and has three reportable segments. The Video and Broadband Solutions segment designs, develops
and distributes electronic communications products to cable and telecommunications markets. The
Content Delivery and Storage segment develops advanced applications focused on storing, protecting,
and transforming and delivering visual media. The Telematics segment designs, develops and
distributes fleet management products. Inter-segment transactions take place at terms that
approximate fair value. The majority of the Company’s operations, employees and assets reside in
Canada and the United States. The following tables highlight key financial information by segment and
geographical region:

Segments

Video and Content
For the three months ended Broadband Delivery and
March 31, 2023 Solutions Storage Telematics Total
Sales $ 64,827 $ 11,778 $ 1,651 $ 78,256
Cost of sales 38,101 5,505 577 44,183
Gross profit 26,726 6,273 1,074 34,073
Operating expenses 16,370 5,839 542 22,751
Depreciation and amortization 3,255 1,550 379 5,184
Operating income (loss) 7,101 (1,116) 153 6,138
Finance expense (738)
Foreign exchange gain 198
Income tax expense (1,147)
Net income $ 4,451
Total assets $ 270,443 $ 46,370 $ 13,677 $ 330,490
Total liabilities $ 94,433 $ 18,894 $ 1,402 $ 114,729

Video and Content
For the three months ended Broadband Delivery and
March 31, 2022 Solutions Storage Telematics Total
Sales $ 36,982 $ 12,518 $ 1,372 $ 50,872
Cost of sales 20,759 5,652 503 26,914
Gross profit 16,223 6,866 869 23,958
Operating expenses 10,039 4,997 551 15,587
Depreciation and amortization 2,526 1,487 240 4,253
Operating income 3,658 382 78 4,118
Finance expense (82)
Foreign exchange loss (541)
Income tax expense (505)
Net income $ 2,990
Total assets $ 185,954 52,348 $ 12,762 $ 251,064
Total liabilities $ 51,827 21,384 $ 1,309 $ 74,520

Vecima Networks Inc.

2023 Third Quarter Results

Page 39



VECIMA NETWORKS INC.

Notes to the Interim Condensed Consolidated Financial Statements

Three and nine months ended March 31, 2023 and 2022
(in thousands of Canadian dollars except as otherwise noted)

Video and Content
For the nine months ended Broadband Delivery and
March 31, 2023 Solutions Storage Telematics Total
Sales $ 188,095 $ 35,194 $ 4,626 $ 227,915
Cost of sales 105,842 16,652 1,562 124,056
Gross profit 82,253 18,542 3,064 103,859
Operating expenses 43,316 16,838 1,604 61,758
Depreciation and amortization 8,692 4,629 897 14,218
Operating income (loss) 30,245 (2,925) 563 27,883
Finance expense (1,493)
Foreign exchange gain 1,362
Income tax expense (5,650)
Net income $ 22,102
Total assets $ 270,443 $ 46,370 $ 13,677 $ 330,490
Total liabilities $ 94,433 $ 18,894 $ 1,402 $ 114,729

Video and Content
For the nine months ended Broadband Delivery and
March 31, 2022 Solutions Storage Telematics Total
Sales $ 88,492 $ 34,248 $ 4,114 $ 126,854
Cost of sales 48,065 15,881 1,428 65,374
Gross profit 40,427 18,367 2,686 61,480
Operating expenses 27,170 14,472 1,552 43,194
Depreciation and amortization 7,408 4,600 609 12,617
Operating income (loss) 5,849 (705) 525 5,669
Finance expense (170)
Foreign exchange gain 455
Income tax expense (749)
Net income $ 5,205
Total assets $ 185,954 $ 52,348 $ 12,762 $ 251,064
Total liabilities $ 51,827 $ 21,384 $ 1,309 $ 74,520
Geographical region

Three months Nine months

Periods ended March 31, 2023 2022 2023 2022
Sales to external customers:
United States $ 69,557 $ 38,199 $ 195,554 $ 96,996
Canada 3,158 5,728 12,218 15,548
Japan 2,719 5,045 10,842 8,863
Europe 1,310 482 4,882 2,120
Other 1,512 1,418 4,419 3,327
Total sales $ 78,256 $ 50,872 $ 227,915 $ 126,854
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16.

17.

March 31, June 30,
2023 2022

Non-current assets:
United States $ 39,613 $ 38,238
Canada 103,448 99,889
Japan 848 1,088
Europe 21 19
Mexico 1,154 1,141
China 1,578 738
Total non-current assets $ 146,662 $ 141,113

Sales to major customers

Sales to major customers accounting for more than 10% of total sales are as follows:

Three months Nine months
Periods ended December 31, 2023 2022 2023 2022
Customer A $ 46,464 $ 8,647 $ 117,892 $ 22,405
Customer B 11,681 9,218 32,568 19,423
Total sales $ 58,145 $ 17,865 $ 150,460 $ 41,828

Sales to these customers are with the Video and Broadband Solutions and Content Delivery and
Storage segments.

FAIR VALUE HIERARCHY

Assets and liabilities measured at fair value in the consolidated statements of financial position, or
where fair value disclosures are required, are classified based on a three-level hierarchy as follows:
Level 1: determined by reference to quoted prices in active markets for identical assets and liabilities;

Level 2: determined by using inputs other than quoted prices within Level 1 that are observable for the
asset or liability, either directly (i.e., as prices) or indirectly (i.e. derived from prices); and

Level 3: determined using inputs that are not based on observable market data.

During the nine months ended March 31, 2023, there were no assets or liabilities measured at fair
value according to the three-level hierarchy.

FINANCIAL INSTRUMENTS
Accounts receivable

As at March 31, 2023, the weighted average age of customer accounts receivable was 33 days (June
30, 2022 - 34 days), and the weighted average age of past-due accounts receivable approximated 63
days (June 30, 2022 - 66 days). Accounts are considered to be past due when customers have failed
to make the required payments by their contractually agreed upon due date. The aging of trade
receivables that are not considered to be impaired are as follows:

March 31, June 30,

2023 2022

Current $ 60,733 $ 43,555
31 to 60 days 3,542 1,822
61 to 90 days 1,634 1,174
Over 90 days 546 1,494
Total accounts receivable $ 66,455 $ 48,045
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18.

The Company maintains allowances for lifetime expected credit losses related to the allowance for
doubtful accounts. Current economic conditions, forward-looking information, historical information,
and reasons for the accounts being past due are all considered when determining whether to make
allowances for past due accounts. The same factors are considered when determining whether to
write-off amounts charged to the allowance for doubtful accounts against the customer accounts
receivable. The Company has an allowance for doubtful accounts at March 31, 2023 of $5 (June 30,
2022 - $4).

Currency exposure

The Company periodically enters into forward foreign exchange contracts to manage foreign currency
exchange risk related to exposures to the exchange rates for the Canadian dollar. Forward contracts
are entered into based on projected requirements for converting U.S. to Canadian dollars. The
Company does not recognize these contracts in the consolidated financial statements when they are
entered into, nor accounts for them as hedges. Instead, the contracts are marked to fair value at each
balance sheet date. Changes in fair value are recorded in the consolidated statements of
comprehensive income (loss) in foreign exchange gain (loss). The fair value of these contracts is
included in accounts receivable when in an asset position or accounts payable when in a liability
position. As at March 31, 2023, the Company had forwards contracts outstanding with a fair value of
$0.6 million included in accounts receivable (March 31, 2022 - nil).

SUPPLEMENTAL INFORMATION
The following tables provide details of the Company’s supplemental cash flow information:

Depreciation and amortization — operating activities

Three months Nine months
Periods ended December 31, 2023 2022 2023 2022
Depreciation of property, plant and equipment $ 869 $ 734 $ 2,527 $ 2,015
Depreciation of right-of-use assets 305 270 965 1,009
Amortization of deferred development costs 3,062 2,516 8,282 7,406
Amortization of finite-life intangible assets 824 783 2,452 2,333
Total depreciation and amortization $ 5,060 $ 4,303 $ 14,226 $ 12,763
Net change in working capital — operating activities

Three months Nine months
Periods ended December 31, 2023 2022 2023 2022
Accounts receivable $ (6,507) $ (14,462) $ (18,285) $ (26,165)
Inventories (555) (11,101) (42,468) (20,301)
Prepaid expenses (1,046) 1124 (9,373) (3,427)
Income tax receivable 569 (21) 534 (22)
Contract assets (11) (223) (57) (274)
Accounts payable and accrued liabilities (7,759) 6,758 4,069 17,245
Income tax payable 1,793 - 1,793 -
Deferred revenue 6,536 6,576 5,806 7,885
Total change in net working capital $ (6,980) $ (11,349) $ (57,981) $  (25,059)
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19.

20.

21,

Capital expenditures, net — investing activities

Three months Nine months

Periods ended March 31, 2023 2022 2023 2022
Capital expenditures before proceeds of disposition:

Property, plant and equipment $ (1,026) $ (1,466) $ (2,265) $ (4,395)

Intangible assets (34) (118) (46) (146)
Proceeds of disposition:

Property, plant and equipment - - - 1
Total capital expenditures, net $ (1,060) $ (1,584) $ (2,311) $ (4,540)
CONTRACTUAL OBLIGATION

The Nokia portfolio acquisition includes the assumption of a contract with a third-party supplier. At
March 31, 2023, the contractual obligation, based on forecasted commitments, is estimated to be
$32,908 (June 30, 2022 - $49,355), of which $nil is deemed to be onerous (June 30, 2022 - $26).

RELATED PARTY TRANSACTIONS

The Company entered into a building lease on August 1, 2022 with one of the principal shareholders.
The lease terms are at fair market value. During the three and nine months ended March 31, 2023,
total lease payments, including interest, were $31 and $83, respectively. There were no other related
party transactions in the first nine months of fiscal 2023.

SUBSEQUENT EVENTS

On May 9, 2023, the Board of Directors declared a dividend of $0.055 per common share, payable on
June 19, 2023 to shareholders of record as at May 26, 2023, consistent with its previously announced
dividend policy.
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